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ELMER B. STAATS 


COMPTROLLER GENERAL OF THE UNITED STATES 


Objective Information Is Essential 
to the Congress and to the Public 


Public affairs efforts by Federal agencies to keep the public 
informed about the Government are a counterpart of GAO’s 
mission in keeping the Congress informed about the agencies 
themselves. GAO has completed more than 30 reports on this 
function in the past decade. The Comptroller General 
presented the following remarks at a meeting of the 
Government Information Organization in Washington, D.C., 


September 25, 1974. 


We at GAO are very much con- 
cerned with information. Our primary 
concern is the gathering and analyzing 
of facts and figures. The dissemination 
of facts and figures, of course, is es- 
sential, for there would be no cost- 
benefit effectiveness if the information 
were not made available to the right 
publics. 

As an agency of the Congress, our 
publics are easily defined. They con- 
sist of the 535 Members of Congress, 
several hundred members of their 
staffs, and the hundreds of officials 
and technicians of the executive 
branch agencies that are the subjects 
of our reports. We also consider the 
general public as a very important re- 
cipient of our reports because in much 
of our work it is only through public 
interest that we are able to generate 
interest from anybody else. 

Most of the 
which we initiate ourselves are imme- 
diately made available to the public 


reports on_ studies 


through the media of newspapers and 
radio and television. 

During these past 200 years, the 
concept has been accepted that an in- 
formed electorate is essential to the 
healthy functioning of a democracy 
such as ours. Not only in government 
but in the entire private sector—in- 
dustry, labor, education—there is a 
need for the best available information 
in order to make the best decisions 
and arrive at the most valid judgments 
as to what is in the public interest. 

The profitability of industry and la- 
bor, the scholarly excellence of the col- 
leges, the effectiveness of government 
and all the other institutions in our 
society depend basically on each of 
them giving—and getting—the latest 
and most accurate information possi- 
ble. 

This need for information applies 
most essentially to the Congress, its 
committees, and its Members. Without 
the best and most objective data avail- 
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able, they cannot effectively function 
to enact the laws that will implement 
the will of the people who elected 
them. 

For those who have not seen the 
new congressional budget reform leg- 
islation, it would be of interest to re- 
fer to titles VII and VIII of that new 
statute, which are concerned not di- 
rectly with the budget process but 
with improved information availability 
to the Congress. ~ 

GAO plays an important part in 
this, as well as the Congressional Re- 
search Service and others, but this is 
the first time the Congress has tied 
together the process of making budget 
decisions with the kind of information 
that it feels is essential for it to have 
as inputs to those decisions. 

Clearly, the intent of the Con- 
gress—when you go back to 1921—in 
establishing the General Accounting 
Office as a more or less sister or 
brother agency to the Bureau of the 
Budget—the Bureau serving the Presi- 
dent, GAO the Congress—was to pro- 
vide for better machinery to help the 
Congress make its decisions. 

Our responsibility, in short, is to 
evaluate and recommend improvements 
in Federal programs wherever we can. 
We try to show what is and is not 
being accomplished against the intent 
of the Congress, as best we can inter- 
pret it; some of you who have tried to 
interpret the laws know this is not 
always an easy thing 

During the course of a year we will 
issue something more than 500 re- 
ports. At any one time we have about 
1,100 current studies underway, deal- 
ing with one aspect or another of the 
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Government. Through evaluations of 
the type referred to, we try to serve as 
an oversight arm for the Congress. 

All this has much to do with the 
subject of information. This is so, 
since nearly all of GAO’s work is 
based on getting information to the 
Congress and the public on how pro- 
grams for which the Congress has 
passed laws and provided funds are 
being carried out. 

Many of our reviews have been con- 
cerned with how executive branch 
agencies utilize the public affairs func- 
tion to support their basic missions 
and keep the public informed about 
their activities. 

Titles of some of the reports GAO 
has prepared in the area of public 
information illustrate the kinds of is- 
sues we have studied. During the past 
10 years GAO has made more than 30 
studies of various aspects of informa- 
tion activities in the Federal agencies, 
some on our own initiative and some 
at the request of congressional com- 
mittees or individual Members. Here 
are a few examples: 

—Expenditures For Public Affairs 
Activities in the Department of 
Defense, requested by the Senate 
Foreign Relations Committee. 

(1973) 

Dissemination by Executive De- 

partments of Prerecorded News 

Releases to Radio Stations, re- 

quested by the Chairman of the 

Subcommittee on Communications 

and Power, House Committee on 

Interstate and Foreign Commerce. 

(1973) 

—Budget and Personnel Allocations 
and Activities Devoted to Public 
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Affairs in Agencies, requested by 
Representative Patricia Schroeder. 
(1974) 

—The Use and Legality of a Speech- 
making Kit Issued by the White 
House Concerning the “Battle of 
the Budget,” requested by Sena- 
tors Muskie and Humphrey. 
(1973) 

—Telling America’s Story to the 
World—Problems and _ Issues, 
United States Information Agency. 
(1974) 

—Radio Liberty and Radio Free 
Europe, requested by the Senate 
Foreign Relations Committee. 
(1972) 

—Expenditures of NASA for Public 
Relations Activities, requested by 
Senator Walter F. Mondale. 
(1974) 


Other reports have been prepared 


over the years on many other depart- 


ments of the Federal Government. 
Most of these were concerned with the 
legality of an activity and the costs 
involved or whether good management 
practices were used in the information 
function. 

Three of these reports will serve to 
illustrate the problems examined. 

Representative Torbert Macdonald, 
Chairman of the Subcommittee on 
Communications and Power, asked 
GAO to look into reports that Federal 
agencies were sending prerecorded 
news releases to radio stations. During 
the first 5 months of 1973 we found 
that 18 of the 30 agencies we checked 
were doing exactly that. 


The question was whether appropri- 
ated funds were used in violation of 
the 1972 law which said that: 
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No part of any appropriation con- 
tained in this or any other act, or of 
the funds available for expenditure 
by any corporation or agency, shall 
be used for publicity or propaganda 
purposes designed to support or de- 
feat legislation pending before Con- 
gress. 

Anybody who has been “around 
town” as long as most of us will real- 
ize what a tough line there is to draw 
between what is publicity for promo- 
tional purposes and what is publicity 
that is essential for program manage- 
ment purposes. 

Over the years GAO has ruled that 
this section of the law is not violated 
by dissemination by an agency of a 
general comment on pending legisla- 
tion. This view is, we believe, neces- 
sarily implied by consideration of the 
nature of those public information 
functions of an agency which are le- 
gitimate and lawful. 

In the report to Congressman Mac- 
donald, we said: 


Public officials may with propriety 
report the activities of their agen- 
cies, may expound to the public the 
policies of those agencies and of the 
administration of which they are 
members, and may likewise offer re- 
buttal to attacks on those policies. 


In that same report we concluded 
that the Congress did not intend to 
preclude all expression by agency offi- 
cials of views on pending legislation. 

Rather, the prohibition of the law 
applies only to expenditures involving 
direct appeals addressed to the public 
suggesting they contact Members of 
Congress and indicate their support of 
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or opposition to pending legislation. 

In response to Congressman Mac- 
donald’s inquiry on news releases to 
radio stations, we found that 18 agen- 
cies sent out prerecorded news reports. 
Ten of these agencies clearly over- 
stepped. Let me give you just a few 
examples. 

The Department of Labor on April 
5, 1973, said, “* * * The people 
must tell their elected representatives 
** *” and on April $end,” ?.*:% 
this is not the time to be silent—con- 
tact your Congressman.” As you can 
imagine, we did not have too much 
trouble with those. 

On March 30, the Department of 
Commerce said, “The people * * * 
must make their choice known to their 
elected representatives in Congress.” 

Naturally we questioned those and 
similar releases. We also noted the law 
originally passed in 1919 which says 
that: 

No part of the money appropriated 

by an enacted bill of Congress shall 

* * * be used directly or indirectly 

to pay for personal service * * * 

printed or written matter or other 

device intended or designed to in- 
fluence in any manner a member of 

Congress * * *. 


As most Government information 
people are well aware, there is much 
more detail to this section. However, 
since this provision refers to a crimi- 
nal act subject to penal sanctions and 
since any violation was properly a 
matter for the Department of Justice 
to consider, GAO could only report 


the facts. The law is very clear that 
GAO can get up to that point and that 
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the Department of Justice is the only 
agency that has authority to pursue it. 

GAO early last year examined a 
similar problem when Senator Muskie 
asked us to look into the legality of a 
speaker’s kit issued by the White 
House and the Republican National 
Committee, which the headlines de- 
scribed as the “Battle of the Budget.” 
After considerable study, GAO ruled 
that such an information project was 
clearly illegal and the kits were with- 
drawn. 

In a report on expenditures by the 
Defense Department for public affairs 
activities in 1973, we had to determine 
whether all costs were included in a 
$28 million annual limitation imposed 
by the Senate Appropriations Commit- 
tee. 

The Defense Department defined 
public affairs as activities that contrib- 
uted to better understanding of the 
department by the civilian population. 
GAO found that there is no commonly 
accepted body of activities classified 
as public affairs or public relations 
and that no definitions appear in the 
limitation by the Senate Committee. 
GAO examined activities which fell 
within the department’s definition and 
also a definition used in 1970 by the 
Office of Management and Budget. 

We concluded that the Department 
of Defense (1) spent about $24 mil- 
lion more than specifically authorized 
(there was a limitation) and (2) had 
been too conservative in defining its 
public affairs activities. 

In the absence of clear definitions 
which show the interest of the Con- 
gress, GAO suggested that the Com- 
mittee clarify what types of Defense 
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activities it expected to be reported 
under the $28 million limitation. 

Finally, in the GAO report early in 
1974 on the United States Information 
Agency, we ran across problems that 
are common to many Federal agencies 
and many functions. 

The first involved the problem of 
planning. To implement the intent of 
the Congress, an agency has to formu- 
late some clear objectives and keep 
them up to date. 

The overseas information program 
of the United States is related to polit- 
ical, economic, and strategic ramifica- 
tions that in recent years have 
changed in terms of the detente. 

This modified the cold war policies 
of the previous decades from confron- 
tation to accommodation, which af- 
fected not only the super powers but 
also our relations with all the friendly 
and unaligned nations with which the 
United States must deal. 

The second problem that relates to 
other functions of Federal agencies 
was that the agency did not appear to 
have an effective evaluation system 
based on a formal program that would 
measure, or even attempt to measure, 
results for which appropriated funds 
were being expended against some 
clearly defined objectives. 

In this report we developed some 
hypotheses which could contribute to 
such evaluations. Going back to the 
1950s, when I was with the National 
Security Council for 5 years, we did 
make an effort to evaluate the effec- 
tiveness of our international broad- 
casting activities. And we felt some 
beneficial results. 

This brings us to the program ac- 
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countability or effectiveness for which 
GAO looks in making a study of exec- 
utive agency operations for the Con- 
gress, raising the question: To what 
extent is the intent of the Congress 
being carried out? 

There is no question that dissemina- 
tion of information about how the 
Government operates is essential in a 
democracy. 

Congress expressed its conviction 
on this score by enacting the Freedom 
of Information Act in 1966. This fall, 
after 8 years of experience, amend- 
ments were enacted to refine this law 
on the basis of how it has functioned 
so far. 

Since the Constitution, the laws, the 
Congress, the newspapers and elec- 
tronic media, and the public all agree 
that the people are entitled to informa- 
tion, the question boils down to: How 
are they going to get it, or who is to 
provide it for them? 

We all know that lawyers are inter- 
ested in compliance with the law; ac- 
countants, with figures of their finan- 
statements; engineers, with 
specifications; but who can do what 
has to be done about information ex- 


cial 


cept men and women who are informa- 
tion specialists? 

As some of you recall, several years 
ago Wilbur J. Cohen of the University 
of Michigan, when he was Secretary 
of Health, Education, and Welfare, 
said: 

Explaining the Government’s pro- 

grams to the people who must pay 

for them is as essential in a democ- 
racy as developing the programs 
and carrying them out. 
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Basically, what Professor Cohen 
was saying is absolutely right. You 
can have the best program in the 
world, but if it does not get communi- 
cated, you do not get the results in the 
program that you intend. 

To cite two illustrations of that in 
which GAO was involved, we found in 
Chicago a few years ago that many 
eligible to receive Railroad Retirement 
Board benefits had never gotten any 
checks. The reason they had not got- 
ten them was that they could not speak 
English, and all the information and 
all the instructions that went to them 
were in English. It was quite simple to 
see that there was no communication 
there. 

Another kind of problem that we 
are dealing with currently is the reve- 
nue sharing legislation. There is a pro- 
vision which requires each community 


to publish in a newspaper of “general 
circulation” how they plan to use the 
tevenue sharing money. We _ have 


found that, in many large metropolitan 
areas, black communities which make 
up almost the total population have 
their own newspaper. They get their 
news through their own newspaper, 
but revenue sharing information does 
not get carried in those newspapers. 

This is one of the kinds of things 
we are looking at, but the common 
denominator of both is that, if you 
cannot get adequate communication, 
the impact of the program may be 
damaged or even lost. 

We have a problem of communica- 
tion in terms of how we write reports 
to get them in clear, simple language. 
Our audience is a lay audience, and I 
define the Congress as a lay audi- 
ence—very much so. And the public— 
if they cannot understand our reports, 
then they cannot really help us. One of 
our continuing concerns is to write 
our reports in a way which will tell 
our story simply, briefly, and as pre- 
cisely as we can. 


Time is something to be invested—not spent. 


William R. Wilkinson 


in “Don’t Spend Time—Invest It” 
Michigan Business Review 
July 1974 
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GREGORY J. AHART 


The First Year of GAO’s 
Medical Consultant 


With the expanding scope of GAO auditing in recent years, 
greater use is being made of persons with backgrounds and 
training in disciplines other than accounting. This article 
reviews the assistance rendered to the audit staff by the first 
medical doctor to join GAO’s professional staff. 


Previous Use of Physicians 
by GAO 


Over the past years, GAO has be- 
come increasingly involved in evaluat- 
ing health and health-related programs 
operated or supported by the Federal 
Government. As this involvement has 
increased, it frequently has been nec- 
essary to seek outside assistance from 
medical professionals to gain insights 
helpful in deciding what review efforts 
should be undertaken. These profes- 
sionals have been consulted regarding 
the design of specific reviews and have 
actively participated in reviews as a 
part of the audit team when medical 
knowledge and judgment have been 
prerequisites to the effective accom- 
plishment of a review objective. 

In the consultative area, much help 
has been obtained gratis from medical 
professionals employed in the Govern- 


ment, in federally supported programs, 
and in the private sector generally; 
some help has been purchased through 
the employment of individuals on an 
intermittent basis. In the direct partic- 
ipation area, the services of medical 
professionals have been obtained 
through the cooperation of the Public 
Health Service and others. 


Decision to Employ 
Full-time Physician 


The reorganization of GAO’s oper- 
ating divisions in the spring of 1972 
emphasized a sharper focus on na- 
tional issues and placed audit respon- 
sibility for all Federal health programs 
in the Manpower and Welfare Divi- 
sion. Previous experience in the health 
field, coupled with the objectives of 
the reorganization, prompted thought 
concerning ways to improve the inter- 





Mr. Ahart, who has been director of the Manpower and Welfare Division since its 
inception in April 1972, joined the General Accounting Office in 1957 following 
graduation from Creighton University. He is a CPA (Nebraska) and a member of the 
bar (Virginia) and also served as deputy director of GAO’s former Civil Division. 
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FIRST YEAR OF GAO’S MEDICAL CONSULTANT 


face between the review efforts of 
GAO and the professional community 
in this vital field. It was decided that 
the quality of this interface would be 
considerably enhanced if a member of 
that community with an appropriate 
background were brought in as an in- 
tegral part of the GAO staff. A prop- 
erly qualified professional could, it 
was believed, serve both to (1) meet 
directly a significant portion of GAO’s 
needs for consultative and participa- 
tive assistance and (2) facilitate the 
procurement of such assistance from 
the medical community. 

It was believed that the person se- 
lected should be one who was gener- 
ally known and respected in the medi- 
cal community, who was no stranger 
to the nature of Federal health pro- 
grams and their administration, who 
was sincerely interested in contribut- 
ing to the improvement of these pro- 
grams and their administration, and 
who recognized and appreciated GAO 
as an institution within which he 
could successfully utilize his back- 


ground and knowledge in making such 
contributions. 


The Response 


Somewhat surprisingly, when word 
got around that GAO was in the mar- 
ket, a goodly number of physicians 
made contact with the Manpower and 
Welfare Division through various 
channels to express their interest. Al- 
though all were carefully considered, 
most did not meet the selection criteria 
in one or more respects. 

In the spring of 1973, Murray 
Grant, M.D., D.P.H., expressed his in- 


terest in exploring the possibility of 
joining GAO. Shortly thereafter mu- 
tual agreement was reached for Dr. 
Grant to come on board about August 
1 of that year. All criteria had been 
met. 

Dr. Grant, educated in England and 
Canada, had spent several years work- 
ing in the public health field in Mary- 
land, Missouri, and New York. From 
1962 through 1969, he served as the 
Director of Public Health for the Dis- 
trict of Columbia. Between 1969 and 
1973, he was associated with two large 
hospitals, the Maimonides Medical 
Center in Brooklyn, New York, where 
he served as Executive Vice President, 
and the Touro Infirmary in New 
Orleans, Louisiana, where he served as 
Medical Director. 

His background involved hands-on 
experience with most, if not all, feder- 
ally supported health programs in 
both urban and rural settings. He had 
authored numerous publications deal- 
ing with many facets of health and 
health services delivery. He was well 
known and respected in the medical 
community and he wanted to contrib- 
ute from a GAO perspective. 


Orientation 


Soon after coming on board, Dr. 
Grant, who soon came to be called 
GAO’s medical consultant, was ex- 
posed to an orientation which in- 
cluded not only an overview of GAO’s 
responsibilities and organization but 
specifically an exposure to each of the 
audit sites in the Washington area 
which were engaged in reviewing 
health programs. Initially, discussions 


GAO Review/Winter ’°75 





were held with the assistant directors 
of the Manpower and Welfare Divi- 
sion who were specifically concerned 
with health program reviews. How- 
ever, it soon became evident that there 
were additional audit sites of other 
divisions 
health activities. 

For example, it was obviously desira- 
ble to visit the Manpower and Welfare 
Division’s audit sites at the Public 
Health Service agencies (Food and 
Drug Administration, National Insti- 
tutes of Health, Health Resources Ad- 
ministration, Health Services Adminis- 
tration, Alcohol and Drug Abuse and 
Mental Health Administration, and 
Center for Disease Control!) ; the So- 
cial Security Administration and the 


which were involved in 


Social and Rehabilitation Service in 
the Department of Health, Education, 
and Welfare; the Department of De- 
fense; and the Veterans Administra- 
tion. But it also became evident that it 
was desirable to visit the audit sites 
concerned with the Department of La- 
bor’s health activities, the Department 
of Housing and Urban Development, 
the Environmental Protection Agency, 
the Department of 
and the International Division. It was 
clear that each of these was involved 
in some health activities. 


Agriculture, 


During these orientation sessions, 
there was a free discussion on the 
parts of the heads of the audit sites 
and the medical consultant both in 
terms of each site’s health responsibili- 
ties and in terms of the contributions 


‘One audit site, referred to for the pur- 
poses of this paper as Health Resources/ 
Services and Mental Health, is responsible 
for work at the last four of these agencies. 
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the medical consultant might make. 
These meetings provided a fruitful op- 
portunity for the medical consultant to 
learn about the extent of GAO’s in- 
volvement in health activities and the 
methods used for examining health 
problems and for reporting on them, 
as well as for the site personnel to 
become acquainted with the medical 
consultant both in terms of his back- 
ground of knowledge and his ability 
to raise pertinent questions and make 
observations bearing upon their fields 
of effort. 

There is little question, based upon 
what followed in the first year, that 
these orientation sessions laid an im- 
portant foundation for the develop- 
ment of fairly close relationships be- 
tween the site staffs and the medical 
consultant and assisted in an under- 
standing on the part of the staffs as to 
how the medical consultant might be 
of assistance to them. 


Projects in Which 
the Medical Consultant 
Has Been Involved 


Although it was expected that much 
of the first year would be spent in 
becoming acquainted with GAO and 
its staff and would be in the nature of 
a learning process, it didn’t really turn 
out this way. In fact, a list of projects 
in which the medical consultant was 
called in for advice, guidance, or ac- 
tual field assistance almost reads like a 
treatise on the field of health. 

The first project for which assist- 
ance was requested dealt with the 
problems of health manpower faced by 
both the Department of Defense and 
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the Veterans Administration. The med- 
ical consultant was invited to attend a 
meeting on this subject in the Dallas 
regional office. He also participated in 
discussions concerning alcoholism pro- 
grams, psychiatric service programs, 
and hospital construction in the Veter- 
ans Administration. 

Right on the heels of the survey of 
health manpower problems, the Los 
Angeles regional office staff which was 
examining California’s prepaid health 
programs was joined by the medical 
consultant in looking at some of the 
Los Angeles area health maintenance 
organization prototypes. At the same 
time, one of the staff members of the 
Los Angeles regional office discussed 
with the medical consultant his inter- 
est in doing something in the field of 
hypertension, particularly relating to 
Federal employees. As will be noted 
later, one of the results of this discus- 
sion was the development of a survey 
of Federal employee health clinics in 
which the medical consultant has been 
heavily involved. 

A visit was subsequently made to 
the Boston regional office which was 
looking at kidney disease and kidney 
dialysis programs. Questions were 
raised with the medical consultant on 
the relationship between kidney dis- 
ease and hypertension and between 
streptococcal sore throat and kidney 
disease, as well as on the benefits of 
treatment of hypertension on the kid- 
ney. The medical consultant reviewed 
some of this material and subsequently 
reported back to the Boston regional 
office on these issues. 

Soon after the initial orientation, 
the medical consultant was utilized 
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rather extensively at the Social and 
Rehabilitation Service audit site which 
was involved not only in the survey of 
California’s health maintenance orga- 
nizations but also in Federal home 
health activities under Medicaid, fam- 
ily planning in the Medicaid program, 
nursing home standards, drugs being 
utilized under Medicaid, multiphase 
screening in children, and physicians’ 
use of the Medicaid program in 
nearby Prince William County, Vir- 
ginia. In each of these areas consulta- 
tion was sought from the medical con- 
sultant. 

The Manpower and Welfare Divi- 
sion task force on mental health has 
utilized the medical consultant’s time 
in connection with its review of mental 
health and mental retardation pro- 
grams. He has spent considerable time 
in meetings on this subject and partic- 
ipated in a review of medical records 
of patients in a day treatment center 
and mental hygiene clinic in Seattle. 

Early in Dr. Grant’s employment, 
GAO’s health audit site at the Depart- 


ment of Defense was making a survey 
of the aeromedivac program, and he 


assisted in reviewing medical records 
at each of the major Defense hospital 
facilities in the Washington area. At 
about the same time, he assisted in 
comparing surgery in military and ci- 
vilian hospitals. Some months later, on 
request, he visited several CHAMPUS- 
approved installations primarily for 
handicapped children and psychiatric 
residential treatment centers. These 
visits were made in the company of 
staff members of the Denver regional 
office for the purpose of surveying the 
facilities, equipment, professicnal staff 
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capability, and appropriateness of 
placement of the patients in those 
facilities. 

He also consulted extensively with 
the health audit site staff on the 5-year 
plans of the Defense Department for 
construction of health facilities costing 
$2 billion and raised a number of 
questions relating to this subject and 
the overall Defense health program. 

Auditors at the Food and Drug Ad- 
ministration were making a review of 
laboratory kits with a view to deter- 
mining whether the test kits purchased 
from commercial sources were provid- 
ing accurate and useful results. The 
medical consultant was asked to ana- 
lyze technical data which had been 
received from the Center for Disease 
Control and from some other sources 
to assist the auditors in making these 
determinations. The physician also 
consulted with the Food and Drug Ad- 
ministration audit site staff examining 
radiological health activities. 

At the Health Resources/Services 
and Mental Health audit site, the med- 
ical consultant assisted in a number of 
programs. His assistance was re- 
quested in a review of MEDEX (phy- 
sicians’ assistants program), as well as 
in a review of alcoholism programs. 
As part of the latter review, he made 
arrangements for visits to the District 
of Columbia alcoholism programs and 
to several members of the staff of that 
activity. He also reviewed reports 
dealing with screening for chronic dis- 
ease, communicable disease programs, 
and the Indian health review. He as- 
sisted in the development of a survey 
of Federal employee clinics with em- 
phasis on the preventive programs in 
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those clinics and has initiated steps to 
begin surveying the Professional 
Standards Review Organization pro- 
gram. 

Dr. Grant has also been involved in 
the planning for a survey of health 
manpower activities with emphasis on 
maldistribution problems, particularly 
among physicians. He has also partici- 
pated in a review of legislation deal- 
ing with health manpower. In addi- 
tion, he has had some involvement 
with national health insurance and 
with the comprehensive health plan- 
ning effort. He has spent some time in 
West Virginia with staff members of 
the Cincinnati regional office who 
have been making an examination of 
the State Health Department’s activi- 
ties utilizing Federal funds for such 
programs as crippled children’s clin- 
ics, tuberculosis control clinics, gen- 
eral disease control, cancer and heart 
disease programs, etc. One of the most 
extensive efforts in which the medical 
consultant has been participating is 
GAO’s examination and evaluation of 
health maintenance organizations, as 
required by a recently enacted statute. 
Some of the many field trips made by 
the medical consultant have been for 
the purpose of examining into these 
activities and of talking to a number 
of knowledgeable people in this area. 

At the National Institutes of Health 
audit site, the medical consultant was 
of assistance in a survey of post- 
transfusion hepatitis, helped in the 
examination of certain of the Na- 
tional Cancer Institute’s programs, 
and reviewed a GAO draft report on 
kidney disease. 

He has been involved in reviews of 
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the Department of Agriculture’s food 
supplement program and the Depart- 
ment of Labor’s carcinogen and pesti- 


cide standards, as well as in a survey 
of the activities of the National Insti- 
tute for Occupational Safety 
Health. His assistance was requested 


and 


by the International Division in its 
approach to family planning programs 
and drug He also has 
worked for the Social Security Admin- 


addiction. 


istration audit site in a review of labo- 
ratories under Medicare and Medicaid 
with particular reference to profi- 
ciency testing and quality review. 

Following a request by the auditors 
at the Consumer Product Safety Com- 
mission, he reviewed a report dealing 
with the question of chromosome dam- 
age allegedly due to aerosol sprays. 

The services provided by the medi- 
cal consultant were sometimes in the 
nature of advice given at meetings, 
private discussions, or over the tele- 
phone. Some of them involved re- 
search to look up certain data for the 
purpose of assisting in an audit, but, 
for the most part, the services resulted 
from the consultant’s personal knowl- 
edge based upon his background, 
training, and/or experience. 

An additional service provided by 
him resulted from his many contacts 
with professional medical staff across 


the country, particularly those in Fed- 
eral and State health agencies. As a 
result of these contacts, he was able to 
set up meetings and, in some cases, 
arrange for the transmittal of data ap- 
propriate to the GAO staff’s audit 
effort. 

Also, his professional credentials 
and associations are a great asset in 
meetings between GAO and medical 
professionals. His presence and partic- 
ipation in such meetings enhances 
GAO’s credibility regarding health 
matters and the quality of communica- 
tion which takes place. 

It seems evident from the many and 
varied activities in which Dr. Grant 
has been involved that the view that it 
would take at least a year for the use 
of his services and knowledge to be 
understood and used has proven to be 
erroneous. Within a short period of 
time his assistance has been increas- 
ingly requested by many individuals 
in GAO once those individuals got to 
know that he was available and could 
be of help to them. In general, the 
GAO staff, particularly in the Man- 
and Welfare has 


proven to be more than ready to seek 


power Division, 


his assistance, and it appears clear 


that, based upon the workload ahead, 
he will be busy indeed. 
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ROBERT G. CRYSTAL 


The Special Studies 
and Analysis Section 
Office of the General Counsel 


How the attorneys and auditors in GAO are working more 
effectively together in auditing Federal operations. 


The Special Studies and Analysis 
Section—the latest addition to the 
Office of the General Counsel—was 
formed in January of 1973 and per- 
forms two functions. It acts as an ad- 
viser to the General Counsel, and it 
renders legal assistance to the operat- 
ing divisions of GAO. In its advisory 
capacity, it examines GAO case law 
and considers legal policy questions. 
In rendering audit assistance, it inte- 
grates and coordinates GAO legal 
skills and experience with the constitu- 
ent talents of the management review 
teams in other divisions of GAO. 

Consisting originally of 7 attorneys, 
including an Assistant General Coun- 
sel, the section has been expanded to 
its present staff of 12 attorneys. Be- 
sides growing in size, it has developed 
in other ways, most significantly in its 
audit assistance function. As more and 


more members of the operating divi- 
sions of GAO have learned of its 
work, the demand for legal assistance 
has increased. The result is an ever- 
increasing integration of legal skills 
with management/audit skills and the 
development of close working relation- 
ships between members of the section 
and members of the operating divi- 
sions. 


Advisory Function 


In analyzing and synthesizing GAO 
decisions and considering policy ques- 
tions, the Special Studies and Analysis 
Section acts in an advisory capacity to 
the General Counsel. It has 

-—provided assistance in developing 

GAO’s position on bills intro- 
duced in the Congress to imple- 
ment the recommendations of the 





Mr. Crystal is an attorney adviser in the Special Studies and Analysis Section of the 
Office of the General Counsel. He received his undergraduate degree in 1968 from 
Queens College of the City University of New York and earned his law degree (J.D. 
with honors) in 1971 from the National Law Center at The George Washington 
University. After practicing law in the private sector for 2 years, Mr. Crystal joined 
GAO in 1973. He is a member of the New Jersey bar and the District of Columbia bar. 
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Commission on Government Pro- 
curement, 

—considered the constitutional and 
policy issues, the potential objec- 
tions, and the alternatives to pro- 
posed legislation that would en- 
large and clarify the responsi- 
bilities of GAO, 

—considered questions presented by 
proposed legislation (H.R. 63) 
requiring that the Comptroller 
General be appointed by the Con- 
gress, and 

—assisted in interpreting the Office’s 
responsibilities under the Con- 
gressional Budget and Impound- 
ment Control Act, particularly as 
to whether proposed deferrals of 
appropriations are in accordance 
with statutory authority. 

Another of the issues the section 
has examined concerns the basis of 
GAO’s bid protest jurisdiction over 
grantee procurements. Recently, an in- 
creasing number of bid protests have 
been filed with GAO concerning the 
award of procurement contracts by re- 
cipients of Federal grant assistance. 
This increase is attributable to the sig- 
nificant rise in Federal aid to State 
and local gove ents from approxi- 
mately $10 bil cal year 1965 
to an estimatea _ = wllion in fiscal 
year 1975. 

Several Federal agencies have ques- 
tioned GAO’s jurisdiction to consider 
bid protests relating to grantee pro- 
curements. The objections have been 
made principally on the basis of the 
loss of identity of Federal funds and a 
circular of the Office of Management 
and Budget which provides that the 
grantee is the responsible authority re- 
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garding protests of awards. To formu- 
late an Office position on this matter, 
the section prepared a paper examin- 
ing GAO’s jurisdictional basis to con- 
sider bid protests relating to programs 
administered by grantees under Fed- 
eral assistance programs. 


Audit Assistance 


Traditional Method 


Until recently, the traditional 
method employed by audit groups to 
obtain legal assistance was to present 
a formal written submission requesting 
the opinion of the General Counsel. 
This required (1) a concise statement 
of the subject matter and the specific 
questions raised, (2) identification of 
known pertinent legal references, (3) 
a concise statement of the facts and 
circumstances giving rise to the ques- 
tion, (4) the agency’s views, if prac- 
ticable to obtain, (5) an expression of 
the views of the operating division, 
and (6) the questions on which legal 
interpretation and instructions were 
being requested. 

Several drawbacks are inherent in 
such a system. The auditor must have 
enough legal expertise not only to rec- 
ognize the problem but also to prop- 
erly frame the question for submis- 
sion. In addition, the preparation of 
the described memorandum by the 
auditor, and then of another memoran- 
dum by the attorney of a draft opin- 
ion for multiple review and ultimate 
signature by the General Counsel, is a 
time-consuming process not always 
amenable to meeting the strict time- 
table that audit report preparation 
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must follow. This fact has not encour- 
aged auditors to seek legal assistance 
from the Office of the General Coun- 
sel. 

Although there has always been in- 
formal contact between audit groups 
and attorneys in the General Counsel’s 
office, it seems that many have hesi- 
tated to use informal channels of com- 
munication. As a result, the lawyer has 
had the disadvantage of often working 
mainly from the written record, which 
does not always convey the nuances, 
the alternatives, the operational impor- 
tance, or the practical consequences of 
the matter at hand. 


New Procedure 


The Special Studies and Analysis 
Section provides the operating divi- 
sions with a routine procedure for an- 
swering questions of a legal nature in 
a timely fashion. There is no require- 
ment for a formal or written submis- 
sion. Legal advice comes directly from 
the individual senior attorney working 
on the project, who usually will have 
one or more attorneys assisting him. 
In some instances, oral advice may be 
given, or the attorney may draft a 
section of the audit report. Customar- 
ily, however, the advice takes the form 
of an office memorandum that may 
guide the auditors in their work or 
may be integrated into their report. 
More often than not, the section coor- 
dinates its advice with the cognizant 
Associate General Counsel, thus insur- 
ing a uniform interpretation of the 
law throughout the Office of the Gen- 
eral Counsel. 
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Nature of Assistance 


Ideally, the Special Studies and 
Analysis attorney functions as a legal 
member of the audit team. Acting in 
this capacity, the attorney performs a 
number of functions, including: 


—Statutory interpretation. 

—Analysis of legislative history. 

—Analysis of court or GAO deci- 
sions. 

—Statutory drafting. 

—Drafting portions of audit re- 
ports. 

—Attending meetings inter- 
views, including those outside the 
Washington area. 

—Commenting on agency responses 
to audit inquiries or reports. 

—Assisting with possible criminal 
matters encountered in surveys 
and reviews. 


and 


With increasing frequency, the op- 
erating divisions have been utilizing 
the legal skills of Special Studies and 
Analysis attorneys in a number of 
other ways. For example, they have 
asked the section to anticipate what 
recommendations an audit effort rea- 
sonably might be expected to generate. 
Are there legal or policy reasons for 
treating those recommendations with 
some concern? What questions should 
be identified before the division makes 
the decision to go forward with the 
audit? What areas of possible inquiry 
should be developed if the audit effort 
is to be expanded? 

The nature of the assistance that the 
Special Studies and Analysis Section 
provides varies depending on the par- 
ticular audit project. Ideally, the 
group becomes involved at the earliest 
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stages in audits that have potential 
legal implications. In many cases, it is 
difficult for the audit or legal person- 
nel to determine in the early stages of 
a review whether legal assistance will 
be required. When possible, however, 
coordination with the section during 
the planning stages will enable the at- 
torney to identify existing and poten- 
tial legal issues. If a preliminary legal 
review turns up no significant legal 
issues, it might well be that no further 
legal contribution will be required un- 
til the final presignature review in the 
Office of the General Counsel. How- 
ever, if significant legal issues are 
identified, the opportunity to consider 
their impact and to resolve them will 
exist at a much earlier stage of report 
development than has generally been 
the case in the past. In either event, 
will have been 
made, and the attorney will be availa- 


the initial contact 
ble as his services are needed later in 
the life of the project. 

Gther benefits can be expected from 
early involvement by the section. The 
attorney will learn along with his au- 


dit counterparts so that when prob- 


lems arise he will be able to address 
them armed with a full understanding 
of their nature. It stands to reason 
that an attorney who has participated 
in the fact-gathering and issue-identi- 
fying process will have a more inti- 
mate understanding of practical and 
legal problems than will an attorney 
whose first contact with a project is at 
some later time. Also, when assistance 
is needed, the attorney will be free to 
do what is necessary to adequately 
render it. Thus, if a review of workpa- 
pers is necessary, it will be done; or if 
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a trip to a regional office or an audit 
site is required, it will be taken. For 
example, when it recently became nec- 
essary in the course of an audit con- 
cerning the Department of Labor to 
review unfair labor practice complaint 
files in the Atlanta region, I accom- 
panied the auditor on the trip and 
together we reviewed the files and ex- 
tracted relevant material. One of the 
prime benefits to be gained from this 
audit/legal fraternization is the mu- 
tual confidence that face-to-face, day- 
to-day contact engenders. 

In addition to identifying issues, at- 
torneys are available to aid in framing 
questions to be posed to agency per- 
sonnel and in preparing responses to 
agency comments; to participate in re- 
gional office planning sessions and 
progress meetings; to draft sections of 
reports that are legal in nature; to 
attend close-out interviews and meet- 
ings with agency or congressional per- 
sonnel; and to assist in framing report 
recommendations and conclusions. 

Typically, the nature of the legal 
assistance provided thus far has fallen 
into two categories—the resolution of 
individual legal problems encountered 
at various stages of report develop- 
ment and the more or less continuous 
coordination throughout the develop- 
ment and report-writing phases of an 
audit project. 


“One Shot” Legal Advice 


The “one shot” legal advice func- 
tion provides one means to overcome 
the primary objection to the normal 
office memorandum procedure—the 


time consumed awaiting issuance of an 
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office memorandum—by substituting a 
more flexible approach that may be 
adapted to the requirements of the 
case at hand. 

For example, in a report being pre- 
pared by the New York regional of- 
fice, a recommendation for a preadju- 
dication “fast pay” procedure for the 
payment of workmen’s compensation 
claims was contemplated. However, it 
was not clear whether there would be 
any legal impediments to the institu- 
tion of such a procedure or whether, 
assuming its propriety, new legislation 
as opposed to the amendment of exist- 
ing regulations would be required. 
After conferring in New York with 
the audit manager for that project and 
reviewing the workpapers developed 
there, the attorney assigned to the case 
advised the supervisory auditor that 
he was aware of no legal impediment 
to the recommendation. He suggested, 
however, that the recommendation be 
for new legislation because the exist- 
ing legislation clearly required adjudi- 
cation before payment of workmen’s 
compensation claims. The memo con- 
taining this advice was coordinated 
with the cognizant Associate General 
Counsel before release. The elapsed 
time between the initial meeting and 
issuance of the memo was 4 working 
days. 

Another example involved the statu- 
tory authority of the Department of 
Defense to reimburse military appro- 
priations with funds received from 
foreign governments for services per- 
formed under foreign military sales 
programs. Payment to the Government 
for military services provided to for- 
eign governments under the Foreign 
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Military Sales Act are received by the 
Department of Defense. The Depart- 
ment’s regulations provide that pay- 
ments for those services go to miscella- 
receipts or be credited to 
military appropriations as appropriate. 
The various military departments have 
not been uniform in their handling of 
these funds—some giving them to mis- 
cellaneous receipts and others to the ap- 
propriation involved. The Special 
Studies and Analysis Section was 
asked to examine statutes and legisla- 
tive history to determine what the law 
required with regard to the moneys in 
question. A memo was written for in- 
tegration into the report. 


neous 


Continuous Audit Assistance 


The more significant audit/legal co- 
ordination function performed by the 
section is continuous legal assistance 
throughout all phases of audit devel- 
opment and report preparation. A case 
that illustrates the benefits to be 
gained from this assistance is the re- 
view of the operations of the Federal 
Power Commission that was recently 
made by the General Government Di- 
vision. During this review, the attor- 
ney provided continuous legal assist- 
the 
consideration of FPC regulation of the 


ance to division in __ its 
natural gas industry and the internal 
operations of FPC. He provided legal 
guidance in conferences with FPC and 
internal conferences within GAO and 
actively participated in development of 


the report. The report recommended 
that FPC (1) improve the monitoring 
of interstate gas sales, (2) improve the 
processing of applications under the 
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optional certificate procedure to insure 
that gas consumers are not charged 
rates that are higher than justified, 
and (3) improve its procedures to in- 
sure that upper level officials do not 
own financial securities that give rise 
to potential conflicts of interest. The 
attorney made a further contribution 
by participating in the congressional 
hearings that were held shortly after 
issuance of the report. 

Another audit project that involved 
the continuous assistance of the Spe- 
cial Studies and Analysis Section con- 
cerned problems associated with the 
identification, development, and use of 
geothermal resources. During the sur- 
vey stage of the audit, we were pre- 
sented with several legal questions in- 
volving geothermal The 
questions involved such matters as the 
classification of geothermal resources 
for purposes of applying various laws 
and the leasing of offshore geothermal 
resources. I worked with the auditors 
from survey through report writing, 
accompanying the auditors to the Los 
Angeles regional office where we 
worked together reviewing and re- 
drafting parts of the report. 

By arriving on the scene at a rela- 
tively early stage of the audit, I was 
able to personally attend meetings and 
gain firsthand knowledge of events 
that transpired and questions that 
arose, enabling me to assist auditors 
in answering both minor and major 
legal questions that arose intermit- 
tently throughout the audit. It was 
further possible to assist the auditors 
in writing the report and making rec- 
ommendations that were an integral 
part of the report. By working on the 


resources. 
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audit throughout the major part of the 
project, I was able to maintain contact 
with the auditors, exchange ideas with 
them, and take part in drafting the 
report. An excellent working relation- 
ship developed, skills meshed, and, in 
my judgment, a better product re- 
sulted. 


Current Audit Assistance 


The presently ongoing audit of the 
operations of the Internal Revenue 
Service and the current review of the 
administration and enforcement of the 
Foreign Gifts and Decorations Act 
represent two other cases of continu- 
ous involvement of the section in audit 
projects. Many legal questions have 
arisen during the course of these proj- 
ects, and an attorney has been on 
hand to provide assistance in answer- 
ing these questions. In the case of the 
IRS audit, attorneys have written 
memoranda relating to such things as 
the administration and enforcement of 
excise taxes and the administration of 
taxpayer assistance services. Attorney 
involvement has also included field 
trips for the purpose of conferring 
with industry representatives. 

With regard to the review involving 
the Foreign Gifts and Decorations 
Act, the section prepared a memo that 
resulted in the identification of five 
specific questions concerning the act’s 
coverage and prohibitions. In each of 
the above described cases, the attor- 
ney seems to have operated effectively 
as an integral part of the audit team. 

Initial acceptance of such legal as- 
sistance in audit projects has been en- 


thusiastic. Unfortunately, however, the 
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workload of the section has expanded 
at a faster rate than the work force. 
Although it has been operating suc- 
cessfully, presently handling almost 
200 separate projects, the section ap- 
pears to be spread too thin. Recently, 
we have been forced to attempt to re- 
duce the workload by screening re- 
quests, establishing priorities within 
the audit divisions, and reassigning 
some projects to other divisions of the 
General Counsel’s office. Hopefully, 
the planned addition of new attorneys 
will remedy this situation. 


Conclusion 


Attorneys in the Office of the Gen- 
eral Counsel rendered audit assistance 
long before the Special Studies and 
Analysis Section arrived on the scene. 
However, prior utilization of attorneys 
seems to have lacked the flexibility 
needed to best provide legal assistance 
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because the pressure of other business 
did not allow the attorneys to become 
fully involved with the audit work. 
The creation of the Special Studies 
and Analysis Section has filled this 
gap and has served to generate closer 
relations between the audit divisions 
and all divisions within the Office of 
the General Counsel. 

As far as my own personal experi- 
ence is concerned, assignment in the 
Special Studies and Analysis Section 
has been a unique and challenging 
venture. I have had the opportunity to 
get a firsthand look at the GAO audit 
process in operation and hope that I 
have made some meaningful contribu- 
tions to those audit projects on which 
I have worked. Working as part of the 
GAO audit process and being able to 
observe the impact of my work has 
been an interesting and satisfying ex- 
perience. 


Reducing Paperwork 


One of the peculiar things about the flow of paper on our desks is 
that it always increases—it never decreases. 

The whole trick in getting paper cut back to a manageable level is to 
pounce on a whole batch now and then and analyze it. 
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HAROLD H. RUBIN 


Further Adventures in Auditing 


This article is a sequel to a previous article describing some 
of the author’s unusual audit experiences encountered in GAO. 


In 1968, I summarized some of my 
more unusual audit experiences in 
GAO.! Having retired after more than 
38 years of service in GAO, I would 
like to describe some of the more re- 
cent audits that I was involved in. My 
purpose is to show that the work at 
headquarters can be as colorful as in 
the field, and can be even more re- 
warding in the sense that the origina- 
tor of an idea can carry it through to 
achievement. 

As in my previous article, I am bas- 
ing these descriptions solely on my 
recollections, without verification as to 
details. However, I believe they are 
substantially correct. 


Flight Simulators 


Due to advancements in technology, 
it is possible through use of flight sim- 
ulators to duplicete the operating 
characteristics of flying. Thus, pilots 
can “fly” takeoffs and landings, hear 








*“Adventures in Auditing,” The GAO Re- 
view, Summer 1968. 


engine noise, and conduct difficult ma- 
neuvers without the cost and risk of 
actual flight. This is particularly im- 
portant because of the current fuel 
shortage. In addition, military pilots 
can practice radar-controlled bombing 
and missile firing without leaving the 
ground. 

Commercial airlines have taken ad- 
vantage of breakthroughs in simulator 
technology since the mid-1960s. One 
major a rine conducts 89 percent of 
its pilot transition training (teaching 
experienced pilots to fly new air- 
planes) on the ground in simulators, 
and all such training in the future will 
be done in simulators. 

The Air Force and the Navy, how- 
ever, do most of their pilot training in 
the air. About 8.4 million hours are 
flown in all types of aircraft at costs 
up to $1,500 an hour for fuel, mainte- 
nance, and spare parts. Except for 
combat missions, all flying is for train- 
ing. Consequently, we were interested 
in learning whether greater use of sim- 
ulators could be made without weaken- 
ing pilot proficiency. 





Mr. Rubin, prior to his retirement, was deputy director of the Procuremer. and 
Systems Acquisition Division and was responsible for GAO work on Governruent-wide 
science and technology programs and activities. He is a CPA (Illinois) aud had been 


with the Office since 1936. 
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Artist’s conception of simulator for air-to-air combat. 


Our study showed that some actual 
flight training was needed but that 
substantial reductions could be made 
at sizable savings through use of flight 
simulators. Training could be safer 
since emergency situations, such as en- 
gine failures, could be simulated with- 
out risking lives or airplanes. 

The cost of operating simulators is 
less than the cost of flying aircraft. 
For example, certain airplanes cost 
about $853 an hour for operating, 
compared to $80 for the simulator. 
Consequently, if only 50 percent of the 
flight training in combat airplanes is 
replaced by training in simulators, 
over $900 million would be saved an- 
nually, and the shortages of fuel 
would be eased substantially. 

We recommended to the Secretary 
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of Defense! that action, such as in- 
creased emphasis on developing im- 
proved simulators, be taken so that 
simulators can be used as much as 
possible for flight training. We were 
pleased that immediate action was 
taken to increase the use of simulators 
in the Department of Defense, and we 
feel this should lead to huge savings in 
funds and fuel as well as safer and 
improved training. 


Royalties on Inventions 
Arising from 
Government-Financed Research 


The disposition of rights to inven- 


*“Greater Use of Flight Simulators in 
Military Pilot Training Can Lower Costs and 
Increase Pilot Proficiency” (B-157905, Aug. 
9, 1973). 
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fons arising from Government-fi- 
nanced research is a frustrating prob- 
lem. If such inventions result in 
patents which are owned privately and 
if royalties for use of such patents are 
charged to the Government, it appears 
that the Government is paying twice 
for the invention: (1) to uncover the 
idea and (2) to use it. On the other 
hand, the argument is made that Gov- 
ernment-owned inventions are not 
used because they are available to 
anyone. This problem was and has 
been a topic of congressional concern 
for many years. 

To understand this problem and, 
hopefully, develop information which 
might lead to a better basis for deci- 
sionmaking, we began a study of the 
Government’s patent policy. While this 
study was in its early stages, the Presi- 
dent (then Kennedy) issued a patent 
policy which set out criteria as to 
when the Government should obtain 
patent rights to inventions arising un- 
der Government research and develop- 
ment contracts. Pending determination 
as to the effectiveness of this policy, 
we shifted our study into seeing 
whether the Government was obtain- 
ing the rights it was entitled to under 
its contracts. 

We found that contractors were not 
complying with contractual require- 
ments for reporting inventions and 
that the agencies were not enforcing 
these provisions. As a result of our 
reports, procedures were tightened 
and, presumably, Government interests 
have been safeguarded. In addition, 


we noted improper royalty charges in 
two cases. One of these is described 
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below. 


A major defense contractor was 
having difficulty in producing a light- 
weight missile booster that had the 
necessary tensile strength. An em- 
ployee conceived the idea that the mis- 
sile skin could be etched out to the 
appropriate shape by using chemicals. 
This approach was very successful and 
became popular for many uses. 


The contractor licensed another 
company to sublicense the process to 
other companies on a royalty-fee basis. 
At the time of our review, over $500,- 
000 had been paid for use of this 
process, almost all of which was 
charged as royalty expense to Govern- 
ment contracts. Our study! led to re- 
covery of the royalty charges to Gov- 
ernment contracts and to improved 
procedures for handling future royalty 
charges. 

Two coincidental experiences led to 
this recovery. During 1958-59, we 
were conducting a study of the man- 
agement of the Air Force ballistic mis- 
sile program, and I visited the Martin 
Company plant in Denver which pro- 
duced the Titan missile. Company off- 
cials proudly pointed out the chemical 
milling process and its advantages 
over normal mechanical techniques. 
Several years later I visited the Manu- 
facturers Aircraft Association in New 
York, a holding company for aircraft 
inventions, and learned that one of its 
members was receiving substantial 
royalties from the licensing of the 


*“Review of Royalties Charged to the 
United States Government for Use by Gov- 
ernment Contractors of Chemical Milling 
Inventions” (B-133386, Apr. 12, 1966). 
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chemical milling process. Reconciling 
these two separate points led to collec- 
tion of half a million dollars and dis- 
continuance of future improper 
charges. 


The Sheridan 


Much of GAO’s audit work in the 
Department of Defense concerns the 
huge cost of weapon systems. Because 
of the large portion of the Federal 
budget involved in such systems and 
the numerous cost overruns and per- 
formance deficiencies that have been 
encountered, GAO now has a separate 
group to monitor all major systems 
acquisitions. Before the present 
group—the Major Acquisitions Subdi- 
vision of the Procurement and Systems 
Acquisition Division—was established, 
we were involved in a review of the 
problems in the Sheridan weapon sys- 
tem. 

The Sheridan is a tank-like system 
intended for use as the main recon- 
naissance item for armor, infantry, 
and airborne operations and as the 
main assault weapon for airborne op- 
erations. It has a special 152 mm gun- 
launcher which uses a new-type com- 
pletely combustible cartridge case and 
primer and also fires the Shillelagh 
missile. The Sheridan weapon system, 
including the Shillelagh weapon sub- 
system, involved over $1 billion! 

Our interest in this program was 
aroused by the fact that the Sheridans 
were being produced and then shipped 
to storage points because of a lack of 
acceptable ammunition. It seemed to 
us that a more logical approach would 
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be to defer production until the ammu- 
nition problem was resolved. 

We brought this to the attention of 
Office of the Secretary of Defense offi- 
cials which led to a budget cutback.! 
Extensive congressional hearings, held 
in March and April 1969, resulted in 
a major reduction in the program. 


Use of Defense Technology 


For many years over half of all re- 
search expenditures have been made to 
meet defense needs. Whether a greater 
share of such costs should have been 
devoted to overcoming social and eco- 
nomic problems is debatable. Mean- 
while, from a pragmatic point of view, 
the results of defense research should 
be used to satisfy nondefense needs 
insofar as possible. 

With this thought in mind, we un- 
dertook two studies—one directed at a 
specific activity and the other con- 
cerned with the technique of technol- 
ogy transfer. 


Fort Detrick 


In the first study,? involving Fort 
Detrick, Maryland, a unique labora- 
tory which was no longer needed for 
its defense role when the President 
decided to eliminate the biological 
warfare program, we wanted to know 


1“Need for Management Improvement in 
Expediting Development of Major Weapon 
Systems Satisfactory for Combat Use” (B- 
163068, Nov. 19, 1969). 


2“Problems Associated With Converting 
Defense Research Facilities to Meet Different 
Needs: The Case of Ft. Detrick” (B-160140, 
Feb. 16, 1972). 
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what was being done, or could be 
done, to use the specialized facility 
and highly trained personnel for civil- 
ian needs, such as the cancer program. 
We found that the Department of 
Health, Education, and Welfare 
wanted the facility but had no funds 
for its upkeep or personnel. The Army 
tried to convert the facility for civil 
scientific or medical purposes but was 
limited in its capability. Furthermore, 
the “stigma” of working in a former 
biological warfare center was difficult 
to overcome. 

It seemed to us that there was a 
need for a central erganization, such 
as the Office of Management and 
Budget, to coordinate agency efforts in 
converting and transferring unique na- 
tional resources, to assign funds when 
needed, and to designate a host agency 
where the facility could be used by 
many agencies. 

OMB’s response was not definite. 
However, shortly afterward, the Presi- 
dent announced that Fort Detrick 
would be assigned to a contractor for 
cancer research. This may have elimi- 
nated the immediate problem but it 
did not offset the loss of personnel 
skills that had already occurred and 
did not provide for any orderly trans- 
fers that might be needed in the fu- 
ture. 


Technology Transfer 


The second study! involved the 
process of technology transfer. We 
found there are basically two types of 


1“Means for Increasing the Use of Defense 
Technology for Urgent Public Problems” 
(B-175132, Dec. 29, 1972). 


24 


transfer: 


1. Passive—collecting, processing, 
and distributing technical docu- 
ments and data at the request of 
potential users. 

. Active—personal liaison between 
developers of technology and po- 
tential users. 


Both methods are needed, but the ac- 
tive approach is particularly necessary 
when the developer and the potential 
user have different backgrounds and, 
consequently, a translator is needed. 

In addition to the complex problem 
involved in technology transfer, we 
found that Department of Defense per- 
sonnel were reluctant to devote re- 
sources to nondefense problems _be- 
cause of the congressional mandate 
that the Department’s research be rele- 
vant to the defense mission. We dis- 
cussed this matter with the congres- 
sional staff member involved and then 
notified the Department that a small 
portion (as compared to total re- 
sources) could be devoted to using 
defense technology for civil purposes. 
Our report to the Congress specifically 
recommended that OMB establish (1) 
a Government-wide policy for technol- 
ogy transfer and (2) a small technol- 
ogy transfer consulting team to assist 
in matching technological resources 
with needs. 


Air Travel 


Commercial airlines generally offer 
two types of service: tourist (coach) 
and first class. Both services are on 
the same airplane. Consequently, the 
only real differences between them are 
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additional space, better food, free liq- 
uor, and sometimes free movies. For 
these luxuries, the airlines charge a 
substantial premium—over 20 percent 
of the coach fare. 

The Government policy is that its 
personnel will travel at the lowest cost 
commensurate with meeting appoint- 
ments. This is a wise policy, consider- 
ing that the trips generally are short 
and the price differential considerable. 
Actually, I would prefer that the air- 
lines provide only one class of service 
to everybody on an equal basis, but, 
in the absence of such one-class ser- 
vice, the lowest priced available ac- 
commodations should be used. 


Our study of travel policies of ma- 
jor defense contractors! showed that 
some voluntarily required their per- 
sonnel to use lower cost air accommo- 
dations while others had no restric- 
tions. As a result, millions of dollars 
of unnecessary cost were being 
charged to defense contracts. 


We saw no logical reason for such 
costs to be passed on to the Govern- 
ment. We prepared a report recom- 
mending that reimbursements be lim- 
ited to the lowest air fares available 
unless higher fares are required to 
meet appointments. The Department of 
Defense adopted our recommendation 
and incorporated it into the Armed 
Services Procurement Regulation. 

Our recommendation not only re- 
duced the cost to the Government but 
also many contractors applied the 


+“Continued Use of Uneconomical First- 
Class Air-Travel Accommodations by Em- 
ployees of Defense Contractors” (B—133371, 
Aug. 30, 1963). 


GAO Review/Winter ’75 


FURTHER ADVENTURES IN AUDITING 


same principle to all their employees, 
including those not involved in Gov- 
ernment contract work. Also, many 
banks and other financial institutions 
adopted the same principle, even 
though they did not operate under 
Government reimbursable contracts. 
Their reason? To treat their employ- 
ees in the same manner as their 
clients’ employees. 


Helicopter In-Flight 
Escape Systems 


We _ received information _ that, 
through research in 1966, the Navy 
had established that many fatalities 
could be avoided by developing in- 
flight escape systems for helicopters. 
Nevertheless, some 6 years later, nei- 
ther the Navy nor the Army (the larg- 
est user of helicopters) had acted to 
capitalize on this idea. 

Our study? showed that in-flight es- 
cape systems had been developed for 
personnel on small helicopters (see 
p. 26) but that the Department of 
Defense had not adopted the concept 
because it was not considered cost ef- 
fective. We felt that the Department 
was not adequately considering the 
costs of not having such escape sys- 
tems, such as the tremendous loss 
when trained aviators are killed, the 
cost of training new pilots, the death 
benefit payments, and morale factors. 
Accordingly, we recommended that the 
Department devote more resources to 
developing in-flight escape systems for 


*“In-Flight Escape Systems for Helicopters 
Should Be Developed to Prevent Fatalities” 
(B-177166, June 12, 1973). 
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small helicopters. It is gratifying to 
know that our recommendation is 
being followed. 

Tests also showed that it is feasible 
to provide an in-flight escape system 
for large cargo-passenger helicopters. 


However, no efforts were being made 
to develop such systems. We recom- 
mended that such efforts be continued 
in view of the potential savings in 
human life, both in military and civil- 
ian aircraft. 


Eliminating Waste 


There are two functions involved in eliminating waste: find the facts 
and introduce the improvements. Too often management loses much 
time in studying possible improvement without asking why the opera- 


tion is performed at all. 


Monthly Letter of Royal Bank of 
Canada 
September 1967 


GAO Review/Winter *75 





ROBERT J. PISCOPINK 


From the States’ Point of View 


An Intergovernmental Affairs Fellow from GAO describes 
his experience at the National Governors’ Conference and his 
special study on intergovernmental auditing. 


Under the sponsorship of the Inter- 
governmental Affairs Fellowship Pro- 
gram, I had the unique and exciting 
opportunity to obtain a perspective on 
Federal-State relations and an over- 
view of the States—their objectives 
and how they go about accomplishing 
them. I participated in the program 
from April 29 to July 19, 1974. 


Purpose of Fellowship Program 


The program is an intensive devel- 
opmental experience for top-level and 
high-potential public service career 
persons. It consists of two distinct but 
interrelated elements of work and 
study—of doing and reflecting—in a 
setting removed from the stream of 
regular work. The fundamental pur- 
pose of the program is to provide a 
learning agenda for the growth and 
development of managers needed for 
implementing the emerging new inter- 
governmental system. 

The 1974 program consisted of 33 
participants—30 from Federal agen- 
cies and 3 from States. While a major- 


ity of the Federal participants were 
from the domestic agencies, such as 
the Departments of Health, Education, 
and Welfare and Housing and Urban 
Development and the General Services 
Administration, four participants were 
from the Department of the Army. The 
three State participants were from the 
States of Indiana, Texas, and Vir- 
ginia. 


National Governors’ Conference 


Organized in 1908, the National 
Governors’ Conference is composed of 
the Governors of all the States of the 
United States and the Governors of 
American Samoa, Guam, Puerto Rico, 
and the Virgin Islands. The purpose 
of the conference is to 

—provide a medium for exchange 

of views and experiences on sub- 
jects important to the people of 
the States, 

—promote greater uniformity of 

State laws, 

—attain greater efficiency in State 

administration, and 





Mr. Piscopink is an audit manager with the Detroit regional office. He has been with 
GAO since 1955. He is a graduate of the University of Detroit and a CPA (Michigan). 
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—facilitate and improve State-local 
and State-Federal relations. 


In 1967, the conference established 
a Federal-State Relations Office in 
Washington, D.C. This office now also 
serves as the headquarters of the con- 
ference. At annual and interim meet- 
ings of the conference, the Governors 
explore matters of common interest to 
all States and adopt appropriate policy 
positions. The Washington staff uses 
these policy statements as guidance in 
its liaison with Federal officials and 
the Congress. 


Assigned Role 


After a brief orientation on the pur- 
poses and functions of the Governors’ 
conference, I was asked to develop a 
strategy for encouraging greater Fed- 
eral use of State audits of Federal 
assistance programs. In defining the 
problem, I found that many actions 
were being taken to increase the Fed- 
eral use of State audits—many of 
which were taken under the leadership 
of the General Acvounting Office. The 
pace, however, was slow, and it may 
take many years before an effective 
system is established. The study re- 
sulted in identifying the remaining op- 
erational problems and the principal 
State and Federal participants active 
in developing a workable system. 


Study Conclusions and 
Recommendations 


The study concluded that a frame- 
work for the system had been estab- 
lished, and a Federal agency, the Gen- 
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Services Administration, was 
assigned to coordinate and monitor 
the intergovernmental audit activities 
of Federal agencies. Further, State 
auditors were organized and actively 
pursuing their interests through the 
postaudit workshop of the National 
Legislative Conference. What seemed 
to be missing, however, was the en- 
dorsement and active participation by 
those who were audited—the executive 
branch of State government. 

The study recommended that the 
Governors’ conference actively encour- 
age Federal executive officials—the re- 
cipients of the Federal audits of State- 
administered, federally funded pro- 
grams—to accept and, in fact, request 
that audits of their programs be per- 
formed by State auditors. Because of 
the decentralized nature of Federal 
agencies and their audit staffs, the 
study further recommended that the 
major push be at the State level by the 
Governor, his staff, and administra- 
tors. The strategy suggested was to: 


eral 


—Develop and disseminate an in- 
formation booklet for the Gover- 
nors and their staffs on the bene- 
fits of having State auditors 
evaluate Federal assistance pro- 
grams. 


—Publish a quarterly information 


letter on improved State manage- 
ment through effective State au- 
dits. 

—Develop a communication net- 
work between States to share 
ideas and approaches for obtain- 
ing greater use and benefits from 
State audits. 


—Encourage Governors and their 
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staffs to work directly with Fed- 
eral regional officials and have 
Federal regional councils promote 
the Federal use of State audits. 


In addition to developing the above 
strategy, I prepared a 10-page booklet 
for Governors and State administra- 
tors tentatively entitled “Auditing Fed- 
eral Assistance Programs: A Federal- 
State Partnership.” The purpose of the 
booklet was to update the Governors 
and State administrators on the more 
significant features of the intergovern- 
mental approach to auditing for their 
use in the continuing effort to develop 
a meaningful and workable Federal- 
State partnership. 


Actions Taken on Study 


The Governors’ conference set up a 
task force composed of 10 State ad- 
ministrators and a Governor to review 
and comment on the strategy paper 
and booklet. In addition, the task 
force was asked for its ideas on how 
to implement the suggested strategy. 
Recent responses received from some 
of the State administrators on the task 
force were favorable. 

In addition, I was requested to pre- 
sent the results of my study to the post- 
audit workshop at the annual meeting 
of the National Legislative Confer- 
ence. I made the presentation to this 
group—representing State auditors 
from the 50 States—on August 14, 
1974, 


Conclusions 


The experience at the Governors’ 
conference was personally very re- 
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warding. One of the highlights of the 
overall experience was the attendance 
at the annual meeting of the National 
Governors’ Conference in Seattle, 
Washington. It represented a rare op- 
portunity to meet several Governors 
and their staffs and to view Governors 
in both a formal and informal atmos- 
phere. 

Although difficult to identify the 
specific impact of this experience, a 
few of the immediately perceivable 
benefits were: 


—Exposure to different points of 
view, State rather than Federal, 
and the opportunity to work 
within this different environment. 

—Greater insights into the work- 
ings of the political structure at 
the State level and the functions 
and contributions of public inter- 
est groups. 

—Renewed awareness of the signifi- 
cant role played by good inter- 
personal relations in helping to 
get the job done. 


From a technical point of view, I 
gained extensive knowledge about in- 
tergovernmental auditing and how it 
will benefit the States as well as pro- 
vide a payback to Federal agencies. As 
pointed out earlier, I prepared as part 
of my assignment a booklet for Gover- 
nors and their staffs on the benefits of 
intergovernmental auditing. This 
booklet retraces the more significant 
steps taken to lay a sound foundation 
for intergovernmental auditing, and 


this will be of value to GAO staff 


members in coordinating their activi- 


ties with State administrators and aud- 
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included 


Governors’ Conference—is 
below as part of this article. 


itors. For this reason, the text of this 
booklet—as prepared for the National 


AUDITING FEDERAL ASSISTANCE PROGRAMS: 
A FEDERAL-STATE PARTNERSHIP 


FOREWORD 


As an elected public official and the chief executive of a State, a Governor is con- 
cerned with the quality of services provided and the cost of these services. The constant 
search for better, more effective programs and techniques is the cornerstone of inno- 
vative and productive State government. In recent years, State governments have made 
great strides forward and now are emerging as the driving force for government that 
serves the people. 

The search for better government has been and will continue to be aided by the 
recently defined broader scope auditing being performed at all levels of government. 
Although still in the evolutionary stages—from a practice point of view—auditing in 
government not only evaluates the validity of financial transactions and statements, but 
also whether programs and activities are effective, efficient and economical. 

With the interlocking relationship between various levels of government, a new 
intergovernmental approach to auditing federally financed, State-administered pro- 
grams is evolving. Although the process needs further development and refinement, it 
offers an exciting opportunity for the States to further the cause of good government. 

The purpose of this booklet is to update the Governors and State administrators 
on the more significant features of the intergovernmental approach to auditing for their 
use in the continuing effort to develop a meaningful and workable Federal-State 
partnership. 


I. Public Accountability 
and the Audit Function 


executive and legislative elements at 
all levels, between Federal and State 
governments, and between both Fed- 
eral and State government and local 
units of government. 


Profound changes in our social, po- 
litical and economic order have awak- 


ened the citizens of the country to the 
need for more responsive government, 
providing new and better public serv- 
ices. To meet these demands, Federal, 
State and local governments have 


joined in a _ cooperative 
Through this intergovernmental ap- 
proach has developed an elaborate 
structure of interlocking relationships 


at all levels of government—between 
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effort. . 


As it has evolved, the State is the 
government in the middle. It is large 
enough to provide the breadth of tax 
base, diversity of population and ge- 
ography and the perspective of dis- 
tance to accomplish difficult political 
tasks impossible at the local level. It is 
also small enough, homogeneous 
enough and compact enough to tailor 
solutions to meet individual needs of 
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the people. 


Strengthened State Role 


Fifteen years ago, the States could 
not afford to provide the level of serv- 
ices demanded of them, because they 
had to support themselves on weak, 
unreliable revenue systems that relied 
more on “nuisance” taxes than on in- 
come taxes. That situation has 
changed with the broadscale adoption 
of income and sales taxes. 

In addition, most States in the 
1960s had outmoded structures that 
constitutionally tied the hands of the 
Governor in cumbersome executive or- 
ganizations and precluded the legisla- 
tures from really tackling the public’s 
business. Great strides in executive 
and legislative reorganization, how- 
ever, now provide a framework for the 
States to go forward and deliver the 
necessary services to the people. 

Accompanying this assertion of the 
State’s role and increased complexity 
in the relationship among the various 
levels of government has been an in- 
creased demand for information about 
government programs. Governors, leg- 
islators, and the general public want 
to know not only if governmental 
funds are handled properly but 
whether programs are complying with 
the laws and are being conducted effi- 
ciently, economically and effectively. 
Likewise, Federal officials and Con- 
gress have increasingly indicated that 
they also want reliable information on 
how Federal funds are spent and what 
objectives are achieved. Program man- 
agers at the Federal and State level 
are basically responsible for reporting 
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this information. And, the auditor has 
the vital role of evaluating this report- 
ing. He examines the reports and oper- 
ations of program managers and gives 
his opinion on the soundness of their 
reports and his conclusions and rec- 
ommendations where improvements 
are needed. 


Broader Scope Auditing 


Many think of an audit solely as an 
examination of financial transactions 
so that the auditor can provide an 
independent opinion on their integrity 
and the fairness of the related finan- 
cial statements. This interpretation of 
auditing arises primarily from the 
business world where profit is the rec- 
ognized standard of accomplishment. 
Governments, on the other hand, have 
little to do with profitmaking. Govern- 
ment programs—Federal and State— 
are varied but generally deal with pro- 
moting citizen safety, health, educa- 
tion, housing and general welfare. An 
audit of financial statements, there- 
fore, is only one part of the audit 
work needed to evaluate the perform- 
ance of a particular government orga- 
nization or activity. 

The meaning of the term auditing is 
evolving, and it is currently used to 
describe work of far broader scope. 
As currently defined, auditing consists 
not only of examinations of financial 
transactions, but also evaluations of 

—compliance with applicable laws 

and regulations, 

—efficiency and economy in the use 

of resources, and 

—whether desired results or bene- 

fits are being achieved. 
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The broader interpretation of audit- 
ing for government programs has re- 
sulted in evaluations which now can 
serve the needs of various levels of 
government—from the Governor or 
chief Federal executive to the first-line 
operating manager. 


ll. Emerging Role of 
State Auditors 


The Congress formally recognized 
the need for an organized intergovern- 
mental approach to auditing with the 
passage of the Intergovernmental Co- 
operation Act of 1968 and the State 
and Local Fiscal Assistance Act of 
1972 (The Revenue Sharing Act). 
These statutes intended, among other 
things, to improve the administration 
of Federal grants and provide for the 
sharing of Federal revenues with State 
and local governments. Meeting the re- 
quirements and responsibilities placed 
on Federal, State and local officials by 
these statutes brought into sharper fo- 
cus the need for effective audit systems 
at all levels of government. 


Meeting the Challenge 


The first major step in meeting this 
challenge was the development of 
“Standards for the Audit of Govern- 
mental Organizations, Programs, Ac- 
tivities, and Functions.” The stand- 


ards, issued in June 1972, were 
developed by the General Accounting 
Office with the assistance of the var- 
ious Federal agencies, State and local 
governments, and professional organi- 
zations. The purpose of the standards 
is to establish a common base of un- 
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derstanding for auditors and users of 
audit reports at the Federal, State, and 
local levels of government. 

But the actions did not stop there. 
To further the cause of good auditing, 
the National Intergovernmental Audit 
Forum was created in July 1973. The 
forum—consisting of 16 Federal audit 
agencies, six State organizations and 
six local organizations 


—provides a means for audit execu- 
tives from Federal, State and lo- 
cal governments to exchange 
views and solve common prob- 
lems, 

—encourages coordination of audits 
and_ standardization of audit 
guides, and 

—promotes cooperative audit work 
and mutual reliance on audits 
performed by others. 


With the establishment of the na- 
tional forum, efforts were initiated to 
establish similar forums at the Federal 
regional level. By October 1974, for- 
ums will be established and function- 
ing in all 10 Federal regions. 


Mandate to Federal Agencies 


Continuing the thrust for intergov- 
ernmental auditing, the General Serv- 
ices Administration (responsible for 
developing governmentwide policy for 
financial management systems) issued 
Federal Management Circular 73-2 in 
September 1973. The primary objec- 
tives of the circular are to promote 
improved audit practices, to achieve 
more efficient use of manpower, and to 
improve coordination of audit efforts. 

Of primary interest to the States is 
the provision which requires Federal 
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agencies to rely on audits performed 
by non-Federal audit organizations. 
Specifically, Federal agencies are re- 
quired to coordinate their audit re- 
quirements and approaches for audits 
of federally funded, State-administered 
programs with appropriate State agen- 
cies. Further, the scope of the Federal 
audit will give full recognition to a 
State’s previous audit work and, where 
appropriate, use the results of the 
State audit in lieu of performing its 
own audit. 


Some Preliminary Results 


In practice, the beginnings have 
been very humble. But, when audits 
were coordinated, the results were 
worthwhile. A study by the General 
Accounting Office—issued in April 
1974—concluded that, when Federal, 
State, and local audits were coordi- 
nated and performed in a manner that 
met basic requirements, other inter- 
ested audit agencies accepted and re- 
lied on the work. Further, the study 
pointed out that the practice of Fed- 
eral agencies relying on State audits 
was not widespread. The study empha- 
sized that much remains to be done to 
improve intergovernmental audit coor- 
dination. The success of the ambitious 
and extensive efforts already taken 
will depend upon the cooperation of 
both the various Federal agency audi- 
tors and their fellow auditors at the 


State and local levels of government. 


Ill. Benefits to the States: 
Some Practical Considerations 


Most public officials at the Federal 
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and State level have a growing aware- 
ness of the benefits of an effective au- 
dit system, alerting them to potential 
problems so they can make programs 
work effectively and correct inefficient 
and uneconomical practices. But, the 
question remains: Why should State 
auditors evaluate Federal programs in 
their State? If the Federal agencies 
want to know what’s happening, let 
them perform the audits. Likewise, if 
the Governor or State legislature is 
interested in how well a program or 
activity is functioning, the State can 
make the audit. 


Eliminating Duplication 


One of the problems the intergov- 
ernmental approach to auditing feder- 
ally financed, State-administered pro- 
grams is designed to overcome is the 
duplication of audit effort by various 
levels of government—eliminating the 
need for a series of local, State and 
Federal auditors to retrace each 
other’s steps. Better utilization of au- 
dit manpower is not the only savings. 
Each time a State program or activity 
is audited, the administrative staff 
must become  involved—answering 
auditors’ questions and _ providing 
basic data needed for the auditors’ 
evaluations. 

The ultimate objective of intergov- 
ernmental auditing is to have one au- 
dit performed that will serve the needs 
of all levels of government. 


Developing the Staff 


Even more important may be the 
long-term benefits to a State. There is 
a growing, general agreement among 
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State auditors and administrators with 
the concept of performing audits to 
evaluate not only the financial and 
compliance aspects but also the effi- 
ciency, economy and effectiveness of a 
program or activity. However, many 
State auditors have only limited expe- 
rience in performing the efficiency, 
economy and effectiveness type re- 
views. 

One way State auditors can gain the 
necessary experience is to participate 
in these types of audits of Federal 
programs. Just recently, one State au- 
dit group participated in a joint audit 
with the General Accounting Office 
and the Department of Justice. After 
completion of the audit, the State au- 
ditor characterized the benefits as foi- 
lows: 

The audit * * * served as a successful 

pilot project in cooperative auditing by 

three separate Federal and State audit 
agencies, and resulting in a single, joint 
audit report. Federal auditors gained an 
insight into State auditing operations, and 
State auditors acquired experience in pro- 


gram auditing and Federal audit tech- 
niques. 


In addition to the specific benefits 
gained by the State auditor, State ad- 
ministrators gained greater insight 
into the need to define goals in spe- 
cific and concrete terms as a founda- 
tion for productive administration of 
its programs. The audit highlighted 
the need to establish standards and a 
data base for evaluating results of a 
program and made the Federal re- 
gional office aware of the need to pro- 
vide more direction and guidance in 
planning and more technical assistance 
in grant management and project ad- 
ministration. 
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Another way to gain needed experi- 
ence is for a State auditor—through 
coordination with a Federal agency— 
to gain acceptance of his work and 
then perform these types of audits for 
the Federal agency. Through this ap- 
proach, the State auditor will have the 
opportunity to expose all of his staff to 
these types of audits, thereby sharpen- 
ing the skills of all the staff. 


Payback to States 


The long-term payback to a State 
will be in terms of a well-developed 
and experienced staff that can now 
perform these same types of evalua- 
tions for State programs. The more 
efficient and effective government re- 
culting from such auditing not only 
leads to less expensive government but 
also enhances officials’ reputations as 
good managers and prudent adminis- 
trators. 


IV. The Agenda Remaining 


Although its beginning has been 
humble, a firm foundation has been 
laid for a lasting Federal-State part- 
nership in auditing Federal assistance 
programs. 

The General Accounting Office has 
taken the leadership in developing au- 
diting standards for use by all levels 
of government. Further, both national 
and regional audit forums are provid- 
ing a vehicle for government auditors 
to share information and discuss and 
resolve mutual problems. The General 
Services Administration is actively co- 
ordinating and encouraging, on a day- 
to-day basis, the Federal use of State 
audits. The State auditors—through 
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the National Legislative Conference 
postaudit section—are vigorously pur- 
suing activities to improve the audit- 
ing process and to obtain better coor- 
dination with the Federal agencies. 
With the support of the Governors and 
State administrators, the loop will be 
closed. 

Efforts are currently underway to 
clear the remaining items on the 
agenda. The major ones are 


—finding equitable methods for 
reimbursing State auditors for 
the additional work required to 
meet Federal audit requirements, 


FROM THE STATES’ POINT OF VIEW 


—developing and gaining accept- 
ance of procedures for recogniz- 
ing the capabilities of State audit 
systems and coordinating Fed- 
eral-State audit activities, and 

—standardizing, to the extent possi- 
ble, audit guidelines for financial 
audits of Federal assistance pro- 
grams. 


With the full support and active 
participation of all involved, an effec- 
tive intergovernmental partnership will 
become a reality, serving the needs of 
the people through good government. 


Public Disclosure 


All of our findings, good and bad, are made public through the news 
media, no matter who they affect politically or personally. The people 
have a right to know. Public disclosure is a significant factor in obtain- 
ing beneficial results and improvements and helps restore the people’s 


confidence in their government. 
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HERBERT R. McLURE 


Is a Question the Best Answer? 


Our culture and training seem to teach us to use verbal 
responses that do not always serve our purposes well. This 
article discusses the things people say to each other. 


Few people think much about how 
they respond to other people in terms 
of actual words and phrases, because 
they use speaking patterns that have 
become natural to them through years 
of use. Yet these patterns of speech 
are the basis upon which people judge 
our intelligence, friendliness, sincerity, 
and honesty. It is surprising we don’t 
pay more attention to what we say. 

A study completed in 1973 showed 
that the verbal responses GAO audi- 
tors prefer to use tend to cause defen- 
siveness, discomfort, withdrawal, and 
anxiety in the people they talk to. 
These results are surprising for a 
group that depends on verbal commu- 
nication as a key element of profes- 
sional effectiveness. It is safe to say 
that most GAO auditors would prefer 
not to cause such reactions and would 
change if they could. Well, they can 
change—simply by being conscious of 
what they say and choosing their 
words more carefully. 

Psychologists and psychiatrists, like 
auditors, depend on conversation as a 


major facet of their work and have a 
similar interest in finding the most ef- 
fective possible communication meth- 
ods. They have identified as key ele- 
ments in successful communication the 
ability (1) to be genuine and authen- 
tic in conversation, (2) to provide a 
safe, nonthreatening, and secure at- 
mosphere through warmth and accept- 
ance, and (3) to be accurately em- 
pathic and understanding and to grasp 
the other person’s meaning. These 
three elements—genuineness, warmth, 
and empathy—have the following 
characteristics. 


Genuineness 


Everyone has had relationships with 
people who are not what they seem to 
be, who hide behind facades, who say 
things because they sound appropriate 
rather than because they mean them— 


1 Charles B. Truax and Robert R. Carkhuff, 
Toward Effective Counseling and Psycho- 
therapy: Training and Practice (Chicago: 
Aldine Publishing Company, 1967). 





Mr. McLure is a supervisory auditor in the General Government Division. He has 
been with GAO since 1964, except for the years 1973-74 when he was associated with 
the public accounting firm Touche Ross & Co. He is a CPA and has an MBA degree 
in behavioral science from The George Washington University. 
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people who are, in a word, artificial. 
They contrast sharply with people who 
say what they mean, who are sponta- 
neously themselves, who are real. Gen- 
uineness implies most basically a di- 
rect personal encounter, a meeting on 
a person-to-person basis without de- 
fensiveness or retreat into facades or 
roles. Genuineness is an openness to 
experience. 


Warmth 


Warmth has central importance in 
any trusting relationship and is char- 
acterized by a person’s acceptance of 
another person and willingness to lis- 
ten and understand. The other person 
is made to feel comfortable and does 
not fear critical judgment, retribution, 
or condemnation. The atmosphere is 
nonthreatening and friendly and rules 
out verbai and nonverbal cues convey- 
ing judgment or hostility. 


Empathy 


Empathy seems to be the key that 
facilitates movement in personal rela- 
tionships toward self-exploration and 
self-understanding. The knowledge 
that another person can see things as 
you see them; feel your feelings; and 
still be warm, genuine, and accepting 
helps you to be more acceptant of 
yourself and permits you to explore 
your motives and behavior more 
deeply. 

Whether empathy, warmth, and gen- 
uineness are communicated effectively 
depends on the quality and character 
of the verbal cues that occur between 
people. Therefore, if you want to 
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change the impression you make on 
others, you must change the way you 
speak to them. 


What Do You Mean? 


Verbal response has been studied 
extensively, and one of the outgrowths 
of these studies has been a classifica- 
tion of typical conversational responses 
into six general categories. These are 
judging responses, topping responses, 
advice-giving responses, questioning 
responses, interpretive reponses, and 
understanding or empathic responses. 
Each has its own definite and neces- 
sary function in casual communica- 
tion among people, but each also car- 
ries with it connotations which go 
beyond surface meanings and which 
are crucial to the quality of personal 
relationship established. It may be that 
the way you have been saying things 
to other people has been creating an 
impression you would not choose, and 
that simple changes in words and 
phrases can enhance your effectiveness 
in a number of ways. 

The following detailed discussion of 
the six categories attempts to show 
more about how they work in conversa- 
tion. 

Judging—This form of response in 
some way judges or evaluates the other 
party in the communication. It may 
involve a judgment of the accuracy of 
a statement, the quality of an object 
or a person, or the appearance of some- 
thing. An agreement is a positive 
judgment. For example, if a person 
says to you, “My, isn’t it a pleasant 
day,” and you reply in the affirmative, 
you have judged the accuracy of the 
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statement and, to some extent, the 
person. A negative judgment is either 
a disagreement, an evaluation, or a 
rejection. Judging responses imply a 
relationship in which one participant 
is superior to the other. 

We use judging statements to sound 
either wise or interested (“I’m not 
sure that paper says exactly what you 
mean to say”), congratulate or reward 
(“You really did a fine job”), or 
chastise (“That’s the dumbest thing I 
ever saw”). We also use judgments to 
express appreciation (“You’re a good 
worker”), concern (“You really like 
to live dangerously”), and disdain 
(“That person is a nincompoop”). 
Judgments can serve all these purposes 
very well. But they can also convey 
meanings quite different than those in- 
tended. For example, instead of wis- 
dom or interest, “I’m not sure the pa- 


per says what you mean” could be 
interpreted as obstructiveness or un- 


called-for criticism. “That was the 
wrong thing to do” could logically be 
interpreted as rejection or dislike. 
Even positive judgments like “You’re 
a good worker” carry with them mean- 
ings probably not intended. Rather 
than causing the person to feel appre- 
ciated, such a judgment may create 
fear (““Wait’ll they see what I really 
did”) or insecurity (“How can I live 
up to their standards?”). 

Simple judging responses in fact- 
finding interviews also cause unin- 
tended problems. An agreement like 
“You’re probably right” can stop a 
line of inquiry because the other party 
doesn’t want to confuse an issue 
you’ve already agreed with. A judging 
statement also can be the basis for a 
disagreement, as in “That’s not right” 
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or “Your figures are wrong.” State- 
ments like these can cause great anxi- 
ety or defensiveness if a person be- 
lieves there is a lot riding on the 
accuracy of a document. 

To be genuine, it is necessary to say 
what you feel. Many judging re- 
sponses are attempts to do just that, 
but they come out as accusations. In- 
stead of saying, “That incident really 
worried me,” a person will say, “That 
was a stupid thing to do.” In such 
situations it is better to assess and 
identify your feelings and express 
them accurately than to accuse or 
judge another person. If, for example, 
you are mad, it’s perfectly logical to 
say something like “I’m mad.” But 
you may cause a variety of inappro- 
priate reactions if you say, “You make 
me mad.” The fact you are angry is 
one thing; judging and accusing 
someone of making you mad is quite 
another. 

Attempts to show another person 
you understand what they’re saying 
often come out as judgments. When in 
an interview you say, “That’s wrong, 
the true facts are these,” you invite 
argument, or worse, you cause the 
other party to stop talking. When you 
wish to convey the idea that you un- 
derstand what another person is talk- 
ing about, or if you want to be certain 
they really mean to say what they 
have told you, an “active-listening” re- 
sponse is in order. That is, repeat 
back what you understand to have 
been said. You can paraphrase or 
shorten the message or repeat it verba- 
tim. By doing so you accomplish sev- 
eral things. You assure the other per- 
son that you understand what he 
intends for you to understand; you 
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give the other person the impression 
you are listening carefully and with 
interest; you give the other person an 
opportunity to rephrase what was said 
if it did not come out as intended; 
and you avoid the defensive, anxious 
reactions that judgments can cause. 

Topping—Topping responses __in- 
volve replies which “outdo” or “top” 
the initial statement. They are a form 
of “one-upmanship.” An example 
would be one person complaining 
about the traffic encountered on the 
way to work and the other replying, 
“Yeah! But you should have seen it 
on the route I take. We were backed 
up 4 miles.” This form of response 
shifts the focus away from the person 
sending the “listen to me” message, 
who then may feel deflated or, at least, 
less important. People who frequently 
use topping responses often give the 
impression they can hardly wait for 
the speaker to finish so they can get in 
their “two bits worth.” 

It is ironical that topping responses 
are often used as an attempt to show 
understanding and empathy. A classic 
example of this occurred when a sub- 
ordinate informed his boss that he 
wanted to take a day off because his 
father had just died. The boss, trying 
to show that he understood the sorrow 
and sense of loss involved, explained 
all the unhappy events surrounding 
his own father’s death. Rather than 
communicating understanding, this 
form of response tended to discount 
the subordinate’s personal tragedy as 
something that was not so unusual. 

If you wish to show another person 
you understand his experience, active- 
listening responses are usually more 
effective than topping responses, be- 
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cause the focus is on the other per- 
son’s experience rather than your own. 
Again, an active-listening response 
would repeat back to the speaker what 
you have been told in a way that al- 
lows him to assess your understanding 
of what he has said. 

Advice-giving—This response sug- 
gests what possible action or steps can 
be taken to deal with or solve a prob- 
lem. Advice is cheap, and most of us 
give it as often as we receive it, sel- 
dom thinking of the consequences. The 
next sentence sounds overstated, but 
give it some thought before rejecting 
it: Advice stifles initiative and creativ- 
ity, retards learning and maturation, 
and increases the number of people 
with problems. If, for example, a sub- 
ordinate knows a manager will advise 
him on decisions to be made and 
courses of action to be followed, he 
has little reason to do any independent 
thinking. The manager’s advice will 
not be subject to review, and, having 
proffered the advice, the manager is 
not going to be very receptive to other 
courses of action anyway. 

Giving advice also heaps responsi- 
bility on the giver. When we tell an- 
other person what to do and it turns 
out to be right, most of us like to be 
recognized as having contributed. “I 
told you so” is a classic line in situa- 
tion comedy. But the other side of the 
issue is one we more often try to 
avoid. If the advice we have given 
turns out to be bad, we must accept 
part of the blame. When you give ad- 
vice to another person, his problem 
becomes your problem. If he follows 
your advice, you may have stolen his 
decision as well as his problem, and 
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you have prevented him from learning 
and growing as a result. 

What comes out as advice is often 
meant only to show that you under- 
stand or are sympathetic. The phrase 
“If I were you, I'd. . .” often accom- 
panies such advice. However, when 
you feel sympathetic, it is usually a lot 
better to accurately state that feeling 
than to give advice. Similarly, if you 
want to show a person you under- 
stand, a statement of how you under- 
stand the situation is more appropriate 
than advice. If your coworker says, 
“T’d like to give that associate director 
a swift kick,” an advice-giving re- 
sponse, such as “You shouldn’t kick 
an associate director,” probably won’t 
do as much good as “Wow, I guess 
you really feel like you got dumped on 
this time.” The latter expression con- 
veys some sympathy and understand- 
ing; the advice does neither. 

Questioning—This form of response 
is an attempt to get more information 
or to gain greater insight into a situa- 
tion or person. On the plus side, it 
indicates a degree of interest and an 
attempt to understand. More often, 
however, it becomes a sort of probing 
and makes the other person feel defen- 
sive or “on the spot.” In a typical 
work situation a subordinate might go 
to his boss and say he feels his job is 
unimportant. A questioning response 
like “Aren’t you working on an impor- 
tant defense contract?” immediately 
causes the subordinate to defend his 
earlier statement that he feels his job 
is unimportant even though he’s work- 
ing on an important defense contract. 

Asking a question also implies that 
you doubt what a person has told you. 
The phrase “I question that” has come 


to mean the same as “I doubt that.” 
When a person expresses a feeling, 
opinion, or impression and you start 
asking questions, you may cause him 
to think you don’t believe what he is 
saying and that he has to defend his 
position. You may even cause him to 
doubt his own feelings. 

Auditors have to ask questions, but 
not all the time. People will talk with- 
out being questioned and will often 
talk about the things they want to talk 
about. Questions cause people to talk 
about things you want to talk about, 
which is appropriate when you want 
specific answers in specific subject 
areas. But if you want to know about 
feelings and impressions, questions 
can do more harm than good. 

Opinions and feelings often lend 
meaning to facts and can be the basis 
for further investigation. When a per- 
son risks an opinion (the risk is that 
it will have to be defended and proven 
and, if it can’t be, there will be a loss 
of status), and you want to nurture it, 
an active-listening response can do 
more than a question without creating 
defensiveness. The person will know 
you are listening and that you under- 
stand and will not feel doubted or 
judged. 

Clearly, questions have a place in 
all conversations, especially in clarify- 
ing and encouraging further re- 
sponses. But a person must use ques- 
tions sparingly and with great care to 
achieve the conditions of genuiness, 
warmth, and accurate empathy neces- 
sary in a relationship. 

Interpretive—This response usually 
adds data which has not been verbal- 
ized but which one person has sensed 
in a relationship with another. For 
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example, a person may say something 
like “Who would want to fly when you 
consider all the hassle involved in get- 
ting to the airport and so forth?” The 
other person may interpret this as fear 
of flying and say, “What you really 
mean is that you are afraid to fly.” 
The merit in this form of response is 
that it may help a person see meanings 
he would not otherwise identify and 
help him confront issues below the 
surface of his statements. The draw- 
back is that the confrontation may 
come when the person is not prepared 
to deal with it and may disturb the 
foundation of trust that must be pres- 
ent in a relationship. 

Understanding—In its essence, this 
is a response that is free of any of the 
drawbacks of the other response cate- 
gories. It is an active-listening re- 
sponse—that is, it conveys to the other 
person a sense that you are always 
there trying to get at the real feelings 
behind the conversation, to see the sit- 
uation through his eyes. It involves a 
reflection of both the words and the 
feelings expressed by the person in a 
way that will cause him to think “Yes, 
that’s just what I mean to say.” This 
is generally the most helpful response 
pattern because it indicates an accept- 
ing attitude and opens doors to fur- 
ther communication. 

When asked to devise a response 
that avoids all the drawbacks of the 
other five categories, people quite 
often reach the exasperated conclusion 
that all you can do is repeat back 
what has been said to you. Usually, to 
their surprise, they find that that is 
the essence of an understanding re- 
sponse—to repeat back to a person 
what has been said to you in a way 
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that lets him know you understand 
how it feels to be him and to experi- 
ence what he is experiencing.” 


The Rest of Your Life 


The examples in this article have so 
far been work-related. But the need 
for genuineness, warmth, and empathy 
is probably even greater in other rela- 
tionships. For the most part, the con- 
versational patterns we use at work 
are the same as those we use away 
from work, and our responses to par- 
ents, spouses, children, and friends are 
probably more often probing, judging, 
advice-giving, and even topping than 
they are understanding. The tendency 
to judge seems overwhelming in family 
life. The top ten parental statements 
are mainly judgments, although the in- 
tent behind them varies widely. For 
example: 


“That’s a good boy (or girl).” 
“Your hair is too long.” 

“You look pretty (or handsome, ter- 
rible, dirty) .” 

“Big people don’t behave that way.” 
“You aren’t trying.” 

“Your room is a mess.” 


Because these and other statements 
like them tend to predominate in your 
communication, your family may look 
to you almost exclusively as a person 
who judges them, rather than as a 
proud and loving spouse or parent. 
Bill Cosby once did a commercial that 
illustrated how parents go about say- 
ing “I love you.” “Wipe your nose,” 


“Put on your coat,” or “Eat your cer- 


*Response category explanations were 
adapted from training materials prepared by 
Dr. Vern H. Jensen, Director, Counseling 
Center, Brigham Young University. 
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eal” were some of the examples he 
used. Fortunately, we learn to identify 
messages in our conversations that the 
words themselves don’t necessarily 
carry. It isn’t easy to express love, and 
it is especially difficult if questions, 
judgments, and advice are your main 
conversational tools. 

I don’t know why empathic re- 
sponses are so little used, but it is easy 
to see why people aren’t more open 
about their feelings in the absence of 
empathic response. Not long ago, a 
group of friends and I were discussing 
the things we would like to do some- 
time in our lives. One person wanted 
to be a part owner in the consulting 
firm he worked for; another wanted a 
convertible sports car; another wanted 
to build his own house; and so on. It 
soon became apparent in the conversa- 
tion that no one was going to be able 
to hold onto his dream without a 
struggle. They were asked where, how, 
why, how much, and who. The merits 
of the dream were judged along with 
the reasons the person wouldn’t enjoy 
it, or couldn’t do it, or could do it 
now if he really wanted to. The 
dream-tellers had to defend their 
dreams, and more than one wound up 
admitting the dream was impractical 
or something he wouldn’t do even if 
he had the opportunity. No one ac- 
cepted another person’s dream for 
what it was or tried to let another 
person know he understood how it felt 
to have a dream, even if it was a 
dream that would never be fulfilled. If 
we treat other people’s dreams, ambi- 
tions, and feelings so callously, it is 
little wonder they are reluctant to be 
open. 

Unless we are more empathic in our 


responses, many of us may never 
really get to know another person. 


What's In It For You? 


What do you stand to gain by using 
understanding (active-listening)  re- 
sponses? As an auditor you will have 
a new and profoundly effective way to 
verify that the information you gather 
is accurate and that you understand 
correctly what you have been told. As 
a friend you may be better able to 
show your friendship. As a parent you 
can remember better what it feels like 
to be a child and show your child you 
remember. 

A quick reading of these response 
principles shows there is a lot more 
involved in everyday communications 
than we usually think about. We judge 
spouses, children, friends, associates, 
and even strangers casually and with- 
out much thought. It has become un- 
popular in our culture to use re- 
sponses that convey warmth or 
positive regard, and our manner of 
speaking to each other may, by itself, 
contribute to a sense of aloneness or 
alienation in society. 

If people working together can 
learn to be more human toward one 
another, better able to help each other 
face the realities of life, better able to 
create and maintain a warm and ac- 
cepting work environment, then their 
enjoyment of living should increase. 
If, as many psychologists believe, peo- 
ple are more productive and creative 
when they feel understood and ac- 
cepted, then the effort to use conversa- 
tional habits that promote such feel- 
ings should be rewarding profession- 
ally as well as personally. 
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ROBERT F. STEPHENS AND RONALD WARTOW 


Using Audit Assistance 
in Bid Protests 


What occurred during and what can be learned from the 
extensive audit assistance rendered to the Office of the General 
Counsel during GAO’s consideration of the Lockheed-T hiokol 
bid protest? This article focuses upon the role played by the 
audit staff in the resulting decision on the protest (B-173677, 
June 24, 1974, to be published in volume 53 of the Decisions 
of the Comptroller General of the United States). 


The Bid Protest Process 


The resolution of bid protests is an 
important GAO function which is ac- 
complished in the Office of the General 
Counsel. Essentially, a bid protest in- 
volves a complaint by a competitor for 
a Government contract that it has been 


wrongfully denied the contract by a 


procurement agency. 

GAO has established procedures for 
the consideration of bid protests pub- 
lished in 4 CFR part 20. In brief, the 
protester, within certain specific time- 
frames, must submit the protest to the 
General Counsel explaining the issues 
being raised. GAO requires that the 
procurement agency submit a detailed 


report on the protest, whereupon all 
interested parties may file rebuttal 
comments. 

A conference on the protest is avail- 
able to whichever party desires one, 
with all parties afforded the opportu- 
nity to attend. The Office of the Gen- 
eral Counsel attorney assigned to the 
case then reviews the resulting record 
and prepares a decision, which is sub- 
jected to review and submitted to the 
Comptroller General for signature. 
The timing for this process varies, de- 
pending on the complexity of the is- 
sues and the procedural variation in 
resolving the particular bid protest. 





Mr. Stephens is a supervisory auditor in the Procurement and Systems Acquisition 
Division. He is a graduate of Mount Union College in Alliance, Ohio, with a B.S. 


degree in mathematics. 


Mr. Wartow, a senior attorney in the Office of the General Counsel, attended The 
George Washington University and the University of Michigan and received his LL.B. 
from the University of Maryland in 1965. He has been admitted to the bars of 
Maryland and the United States Supreme Court and serves as assistant editor, Public 
Contract Newsletter, Section of Public Contract Law, American Bar Association. He 
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AUDIT ASSISTANCE IN BID PROTESTS 


The space shuttle will consist of a reusable orbiter the size of a DC-9, a disposable external 
tank, and reusable twin solid rocket boosters (SRBs) of which the solid rocket motors 
(SRMs) are the major portions. The orbiter will be boosted into space through the simul- 
taneous operation of the solid rocket motors and three high-pressure liquid oxygen/hydrogen 


main engines located in the rear of the orbiter. 


Ordinarily, this activity is separate 
from the audit functions of GAO’s op- 
erating divisions; but, from time to 
time, the attorney assigned to handle a 
bid protest confers with and/or re- 
quests reports from the audit staff on 
specific protest issues. For example, 
bid protests against the awards of au- 
tomatic data processing contracts are 
referred often to the automatic data 
processing staff of the Financial and 
General Management Studies Division 
for technical assistance. Rarely does 
the audit staff conduct an independent 
review of the protest issues side by 
side with the normal procedural steps 
outlined above which are called for by 
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GAO’s bid protest procedures. 

In this article, we examine the most 
extensive audit review undertaken in 
support of a decision on a bid protest 
prepared by the Office of the General 
Counsel. We will discuss how the re- 
view was performed under the guid- 
ance of the Office of the General 
Counsel, the problems encountered 
and how to avoid them in the future, 
and the potential for audit assistance 
in future bid protests. 


The Lockheed Protest 


In November 1973, the National 
Aeronautics and Space Administration 
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selected the Thiokol Corporation for 
award of the contract to design, de- 
velop, and manufacture the solid 
rocket motors for the space shuttle 
program at an estimated cost of $800 
million. Shortly thereafter, the Lock- 
heed Propulsion Company, a division 
of Lockheed Aircraft Corporation, 
protested the selection to GAO. Over a 
period of 4 months, Lockheed raised 
well over 100 legal and factual issues 
toward proving allegations that NASA 
had selected Thiokol improperly. 

A significant number of these issues 
focused upon NASA’s evaluation of 
the cost estimates proposed by Lock- 
heed and Thiokol to perform the cost- 
plus-fixed-fee contract. NASA’s source 
evaluation board evaluated Thiokol as 
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the lowest most probable cost per- 
former by $122 million, with Lock- 
heed evaluated second lowest. Lock- 
heed claimed that a proper evaluation 
of proposals would have determined it 
to have been the lowest most probable 
cost performer by an amount signifi- 
cantly exceeding $100 million and 
conceivably exceeding $200 million. 


Audit Assistance 


From the outset, several important 
factors combined to influence GAO’s 
handling of the protest and contrib- 
uted greatly to the General Counsel’s 
utilization of extensive audit assist- 
ance. 

First, NASA was awarding a con- 
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How the solid rocket motors separate from the orbiter and external tank for earth landing by 


parachutes for recovery and reuse. 
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tract for the last major component of 
the space shuttle system and was vi- 
tally interested in a speedy resolution 
of the protest so that the overall pro- 
gram schedule would not be affected. 

Second, NASA’s selection criteria 
placed considerable emphasis on the 
total cost of the contract, which is to 
run for 15 years and encompasses the 
manufacture of an innovatively de- 
signed, refurbishable, and reusable 
solid rocket motor. Under these condi- 
tions, evaluating cost realism and 
maintaining fairness among the com- 
petitors was a formidable task for 
NASA and presented a challenge to 
GAO in reviewing the selection proc- 
ess. 

Third, NASA refused to make avail- 
able to Lockheed, or any of the parties 
involved in the protest, except for 
GAO, many of the crucial particulars 
in support of its selection of Thiokol. 
It claimed that to do so would jeop- 
ardize the Government’s position in 
the impending final contract negotia- 
tions with Thiokol. Lockheed’s request 
for information e-d documents under 
the Freedom of information Act was 
denied, in large measure, by NASA 
during the protest. NASA’s position 
required Lockheed to speculate, to a 
large extent, as to exactly what de- 
tailed support existed for its allega- 
tions of improper procurement actions. 
As a result, Lockheed requested that 
GAO review NASA’s evaluation of 
proposals by independently developing 
a record. 

Starting in January 1974, an audit 
team was assembled from staff of the 
Atlanta regional office, the Transporta- 
tion and Claims Division, and the Pro- 
curement and Systems Acquisition Di- 
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vision. The General Counsel assigned 
an attorney on a full-time basis to the 
protest. He was responsible for overall 
legal direction to the audit team and 
for preparing the draft of the decision. 
The work was conducted principally at 
the George C. Marshall Space Flight 
Center, where NASA’s evaluation of 
the proposals took place and where the 
procurement file, which occupied the 
entire wing of a building, was located. 
Site visits were made to the Lockheed 
and Thiokol production sites. 

For audit purposes, Lockheed’s pro- 
test was grouped into 11 areas, 7 of 
which were cost issues. These cost is- 
sues involved the following subjects: 
the principal raw material to be used 
in the solid rocket propellant, the esca- 
lation of proposed costs over the life 
of the contract, facilities costs, trans- 
portation costs, labor rates, labor 
hours, and the cost evaluation of a 
principal component of the solid 
rocket motor—the nozzle. Individual 
auditors were assigned the responsibil- 
ity for each of these areas. 

The overall objective of the audit 
and decision process was to determine 
if NASA’s evaluation of the cost pro- 
posals was reasonable and in conform- 
ance with the prescribed procurement 
regulations and the selection criteria 
contained in the request for proposals. 
Within this objective, the review con- 
sidered each specific issue raised by 
Lockheed and took into account 
NASA’s responses to Lockheed’s con- 
tentions. The audit staff relied heavily 
on the attorney for issue identification 
and for advice as to those areas of the 
protest which warranted the most at- 
tention. 

NASA’s actions in the evaluation of 
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proposals were tested by examining 
the supporting evaluation records and 
by interviewing key personnel in the 
almost 300-person NASA team which 
evaluated the proposals. This was sup- 
plemented by interviews with experts 
in other Federal agencies. For exam- 
ple, the Department of Defense Explo- 
sives Safety Board was asked for in- 
formation relating to safety matters 
and the Bureau of Labor Statistics for 
information relating to labor rates. 
Other Federal agencies were contacted 
in matters dealing with transportation 
and the sale of Government property. 

The audit review played a major 
role in the resulting decision wherein 
the Comptroller General recommended 
that NASA determine whether the va- 
lidity of its selection was materially 
affected by our conclusion that a fair 
and proper evaluation of proposed 
costs would have resulted in a substan- 
tial reduction in the evaluated $122 
million difference between the two 
proposers. 


Problems to Avoid in the Future 


Fortunately, no serious problems 
were encountered during the audit and 
legal review. However, it may serve a 
purpose for any such future assign- 
ments to highlight some of the poten- 
tial problems from an audit standpoint 
which we observed and managed to 
avoid. Since the audit review was in 
support of the Office of the General 
Counsel for purposes of a legal deci- 
sion, different review concepts and in- 
terview relationships were encoun- 
tered. 

The first problem concerned the 
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matter of ex parte interviews and 
gathering of data. Ex parte is a legal 
term that was new to the audit staff 
and required explanation by the attor- 
ney assigned to the protest. Stated 
simply, no discussions or exchange of 
data on the merits of a protest can 
take place between GAO and one 
party to a protest without the presence 
or knowledge of the other interested 
parties. Of course, an exception to this 
is the disclosure of confidential or pro- 
prietary business data. In this vein, 
GAO’s bid protest procedures prohibit 
any conferences unless all parties are 
invited to attend. 

In this case, unlike the normal bid 
protest, ex parte relationships oc- 
curred often, because of the nature of 
the audit review. The audit team was 
based at the Marshall Space Flight 
Center and had frequent contact with 
NASA personnel. Also, the site visits 
were ex parte contacts. To assure fair- 
ness to all parties in these one-sided 
encounters, the attorney repeatedly 
emphasized that it was necessary to 
garner facts only, not opinions, from 
those interviewed. 


Initially, it was feared that this 
would be a constraint on the normal 
audit routines of interviewing people 
and gathering and verifying factual 
records. However, we informed all the 
individuals prior to interview that we 
did not wish to discuss opinions on 
the merits of the protest hut sought 
only the facts on specific points. This 
procedure proved to be successful. 


The second problem involved the 
use of contemporaneous data. This re- 
minds one of the admonition about 
20/20 hindsight. We were required to 
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determine the reasonableness of 
NASA’s evaluation on the basis of in- 
formation available to the agency as 
of the time of the selection. This, how- 
ever, did not prevent us from consid- 
ering information or issues that may 
have been overlooked by the protester 
or by NASA. 


The third problem was confidential 
and proprietary business data. 
Ordinarily, GAO procurement audits 
which involve one or more companies 
take place after an award. Although 
business confidentiality is maintained 
at that point in time, the usual audit 
does not involve discussions between 
GAO auditors and competitors on a 
current procurement. A slip of the 
tongue or an inappropriate comment 
could easily have resulted in an im- 
proper disclosure of a competitor’s po- 
sition or data. A corollary to this is 
guarding against the disclosure of 
findings emerging from the review be- 
cause, here, as opposed to many nor- 
mal audits, GAO findings are not dis- 
closed to the parties involved until the 
decision is issued. 

The fourth problem is writing a 
clear summary of the audit work 
which stands alone in support of the 
decision. Typically, a GAO audit re- 
port does not contain all of the facts 
in support of the positions taken. It is 
the function of indexing and referenc- 
ing of the supporting workpapers to 
allow a certain degree of generaliza- 
tion in the report to simplify it and 
make it readable. Also, typically, a 
GAO audit report is written with a 
position or message in the mind of the 
writer before he writes. 


In this case, the auditors were re- 
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quired to provide a narration of facts 
which contained specific informa- 
tion—dates, citations of regulations, 
actions taken, bases for cost data, etc. 
These narrations or internal reports 
were then taken into account by the 
attorney and, as necessary, were incor- 
porated into the legal decision. 


In view of the severe time con- 
straints, it would have been very dif_i- 
cult for the attorney to prepare this 
decision without the availability of the 
individual auditors to answer ques- 
tions and review the decision for accu- 
racy as it was being written and re- 
viewed. Many of the cost issues were 
extensive and complex and individual 
auditors had become “mini-experts” in 
their respective assigned topics. With- 
out this face-to-face consultation in the 
writing and review stages, the deci- 
sion, which was almost 100 pages 
long, could not have been prepared 
and signed in only 3 weeks. 


Future of Bid Protest 
Audit Assistance 


In terms of actual dollars, this audit 
assistance was expensive but, relative 
to testing the reasonableness of the 
NASA selection for an approximately 
one billion dollar procurement, it was 
worth the cost. Had GAO not elected 
to perform an audit review, the deci- 
sion would have taken considerably 
longer than the actual time elapsed 


from when the issues were crystallized. 
Although the audit review helped 
reduce the time for arriving at a deci- 


sion in this protest, it seems likely 
that, where such assistance is em- 
ployed in future protests, the decision 
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process might very well require more 
time and, possibly, preclude meaning- 
ful relief. On that basis alone, it would 
seem advisable to refrain from such 
audit assistance except under specific 
circumstances. Several criteria devel- 
oped from this case are presented. 

1. Has an award been made and is 
there any likelihood the audit re- 
view would result in overturning 
the award or result in substan- 
tive recommendations? 

. If an award has not been made, 
do circumstances permit enough 
time to perform a meaningful au- 
dit review? 

. Are the issues raised of such 
complexity that it is impractica- 
ble to expect the Office of the 
General Counsel to address the 
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issues in a timely manner solely 
on the basis of the unaudited 
written record? 


Conclusion 


On a selective basis, the audit divi- 
sions can be useful in assisting the 
Office of the General Counsel in bid 
protest cases. Their assistance may ex- 
pedite or extend the decision process 
depending on the particular circum- 
stances. It can result in significant 
GAO positions on procurement prac- 
tices. Requests from protesters for 
such audit reviews should, however, 
be monitored carefully so that no in- 
appropriately large expenditures of 
GAO funds are made to satisfy the 
whims of a single protester. 


What's Needed 


Sacrifices are needed across the board if we are going to restore the 
nation’s economy. In my judgment, the people of this nation are pre- 
pared to make those sacrifices. They will do whatever must be done, so 
long as the burdens are borne equitably. That is the job of the Presi- 
dent and the Congress—to insure that the sacrifices are fairly distrib- 
uted. It is time to put aside the evasions and the circumlocutions. The 
bell is tolling. There is no need to send to find out for whom. It is toll- 
ing for all of us. 


Senator Mike Mansfield 


At Conference on Inflation 
September 27, 1974 
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KENNETH L. McLAIN 


Developing An Effective 
Data Base With Questionnaires 


How questionnaires can be used in an audit to obtain needed 
data and some of the key factors which can make the 


technique successful. 


The Kansas City regional office was 
asked by GAO’s Federal Personnel 
and Compensation Division to review 
the relevancy and effectiveness of 
training programs and practices in the 
seven military components comprising 
the Ready Reserve Forces. In fiscal 
year 1974 these programs involved 
some 900,000 reservists and National 
Guardsmen and about $2.7 billion in 
training costs. To appropriately under- 
take an evaluation of that magnitude, 
we turned to systems analysis tech- 
niques and our time sharing computer. 

We established firm audit objec- 
tives, including a clearly defined uni- 
verse of audit interest. Initially we 
needed enough information to pro- 
gram the full-scale review. This re- 
quired research at appropriate man- 
agement centers in the Pentagon and 
at lower command levels of the seven 
components. At the end of this phase, 
it became apparent to us that only 


limited results could be obtained 
through a major effort involving field 
visits to selected units of one service. 
However, use of a questionnaire could 
provide more reliable information and 
coverage of all of the services. Systems 
analyst experts from GAO’s Financial 
and General Management Studies Di- 
vision (FGMS) were asked to help us 
plan the use of questionnaires to dem- 
onstrate the appropriateness of the re- 
porting objectives drawn from the pre- 
liminary research. 

We needed a reasonably accurate 
quantitative picture of the many varia- 
bles and attributes identified in the 
survey that contributed to or detracted 
from the value of training. The re- 
sponses had to be suitable for com- 
puter analyses to develop overall in- 
formation on the Ready Reserve 
Forces and to provide a basis for com- 
paring training results of each of the 
seven Reserve components. Sending 
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DEVELOPING AN EFFECTIVE DATA BASE WITH QUESTIONNAIRES 


objective-type questionnaires to a 
stratified random sample of reservists 
seemed to be the only practical way of 
producing such a broad informational 
base of common characteristics. A sep- 
arate sampling of unit commanders 
and a limited number of GAO field 
visits by Kansas City and several 
other regional offices to training sites 
to confirm the validity of question- 
naire data and to provide added di- 
mension was also considered neces- 


sary. 


Sample Design 


The universe of Reserve and Na- 
tional Guard members was obtained 
from the services on magnetic tapes. 
Using our computer terminal and the 
tapes, the regional office ADP staff 
drew the random sample selections. 
After our FGMS advisor established 
the desired reliability and precision, 
the regional office ADP staff easily 
computed a sample size. 

To compare service components 
with 95 percent confidence, a mini- 
mum of 100 responses was required 
for each component. Anticipating a 
50-percent response rate, the sample 
needed was two-tenths of 1 percent of 
assigned strength, or about 2,000 unit 
members and about 1,400 unit com- 
manders. The Auditape routine tabu- 
lated the universe size and produced 
the required number of sample units 
from the universe tapes. 

Home addresses for personnel in 
three of the service components were 
not available at a central location, so 
audit staffs at military finance centers 
and district offices researched them 
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after the sample names were selected. 
Members’ unit addresses were not 
used for two reasons. Most units meet 
only once a month and this, together 
with absenteeism, would have caused a 
considerable delay in delivering the 
questionnaires. More important, how- 
ever, we were seeking candid data, 
and the anonymity provided by using 
home addresses prevented the recipi- 
ents from being influenced by their 
superiors or peers. 


Questionnaire Design 


To establish a data bank of useful 
information, the questionnaire had to 
be easily comprehended and _struc- 
tured to minimize the effect of preju- 
dices. Besides questions pertaining to 
training, it included questions on rea- 
sons for being in the Ready Reserve, 
grade level, length of service, and sat- 
isfaction with the Reserves. Because 
narrative responses are difficult and 
costly to interpret and tabulate, open- 
ended questions were used only when 
more objective, multiple-choice ques- 
tions were too restrictive. 

The questionnaire for unit members 
was directed to their personal training 
experience and knowledge within their 
units, whereas the questionnaire for 
unit commanders was directed to their 
broader knowledge of training prac- 
tices and the position of their units in 
relation to training goals. Because 
both questionnaires might reflect 
biases, questions were included to test 
for this and for consistency. 


Pretesting the Questionnaires 


We discussed the questionnaire 
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drafts with Department of Defense 
training officials at the headquarters 
levei who concurred in GAO’s method- 
ology and procedures and are plan- 
ning to use the results of our work 
and data base. On the basis of their 
advice and comments, we made refine- 
ments before testing the question- 
naires’ effectiveness at the unit level. 

The training officials said that our 
anticipated 50-percent response rate 
was too optimistic and that we should 
double the sample size or the resulting 
data would be of little value. Since 
any increase in sample size would 
have increased our audit workload 
and the associated costs, we tested re- 
sponse rates by mailing 55 of the draft 
questionnaires to individuals selected 
from the random sample. One month 
later response rates totaled 63.3 per- 
cent, which indicated an adequate 
sample size. In controlling the test we 
established procedures for receiving, 
controlling, and following up on the 
questionnaire. The test revealed that 
serious problems still existed in the 
questionnaire’s design. 

We further tested the questionnaire 
by interviewing 55 reservists during 
their regularly scheduled drills. Indi- 
viduals in various pay grades and job 
positions were picked from the attend- 
ance rosters on the day of the visit. 
We informed them of the purpose of 
GAO’s review and asked them to fill 
out a questionnaire but told them that 
we were testing the questionnaire’s de- 
sign. The time taken for each question 
and the total time to complete the 
questionnaire were recorded. After 
they were finished, we discussed their 
understanding of and responses to 
each question. 


Although in designing the question- 
naires we adhered to guidelines which 
we knew would induce replies, the in- 
terview pretesting uncovered certain 
item design deficiencies as well as 
items that were not relevant or com- 
pletely understood by members of all 
services. The sentence structure of 
some questions was too complex, the 
level of comprehension required was 
too high for some, most individuals 
did not know their job specialty codes, 
and, despite our effort to be objective, 
the questionnaires contained latent 
bias. 

On the basis of what we learned 
from the testing, we revised both 
drafts and tested them for effective- 
ness. Minor problems surfaced which 
we corrected in the finalized question- 
naires. 

Had we gone ahead without pretest- 
ing for effectiveness and without revis- 
ing the questionnaires, the results 
would have been disastrous. The time 
and effort devoted to pretesting was 
the key to providing sound data col- 
lection instruments. 


Control Over Distribution 
and Collection 


To be of value even the best de- 
signed questionnaires must be con- 
trolled by the auditor. This means con- 
trol not only over sending and 
receiving but also over the mood pro- 
duced by the cover letter. Again we 
followed survey guidelines known to 
induce reply. The mail package was 
designed so that the cover letter was 
the first thing the respondent saw. 
Both the cover letter and question- 
naire were neat photo-offsets of origi- 
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nal typed copy. Envelopes and cover 
letters were individually addressed, 
and the cover letters were signed by a 
high-level GAO official. The letters 
were air mailed to the recipients, and 
air mail return envelopes, pread- 
dressed to the regional office, were 
provided. The cover letter 


—identified GAO, 

—stated the purpose and impor- 
tance of the review, 

—related the recipient to the re- 
view, 

— informed the recipient of how he 
was selected, 

—emphasized the importance of his 
answers, 

—mentioned the possibility of a 
personal validation interview, 

—indicated a followup for those 
who did not reply, and 

—guaranteed anonymity to those 
who did reply. 


A coding system was established to 
control the responses. Coded service 
component indicators and respondents’ 
control numbers keyed to the sample 
listings were placed on the return en- 
velopes. This allowed the administra- 
tive staff to separate the survey re- 
sponses from the normal regional 
office mail and provided the basis for 
logging in the questionnaires for fu- 
ture followup and verification. 


Followup Procedures and 
Survey Results 


About 4 weeks after we mailed the 
original questionnaire, we sent a fol- 
lowup letter with a second question- 
naire and return envelope to each non- 
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respondent. Three weeks later we 
telephoned 9 Marine reservists and 
asked them to send in their question- 
naires so that we would have 100 usa- 
ble data sets from that component. 
Each reservist agreed to do so. Since 
127 responses from Marines were 
eventually received, the telephone fol- 
lowup procedure was not necessary. It 
is mentioned, however, as an effective 
but costly procedure for getting re- 
sponses which should be used only if 
time is critical and the mail followup 
has not achieved the minimum re- 
sponse needed. 

Both questionnaires proved to be 
successful instruments. More than 1,- 
700 unit members and 1,200 unit com- 
manders responded, or about 85 and 
88 percent, respectively. The followup 
work accounted for about 18 percent 
of the unit members’ responses to the 
questionnaire but was more important 
in the unit commanders’ responses. At 
the time we distributed followup let- 
ters, only 47 percent of the unit com- 
manders had returned their question- 
This less than the 
minimum sample needed to achieve the 
desired precision and confidence in 
the sample results. 


naires. was 


The problem with unit commanders 
was their reluctance to answer the 
questionnaire without first clearing 
through higher headquarters. In the 
case of one service component, the 
unit commanders were specifically in- 
structed by higher officials not to re- 
spond. Even after the followup letters 
went out responses were slow coming 
in. GAO contacted headquarters offi- 
cials to gain their cooperation and, 
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shortly thereafter, responses from that 
component reached 84 percent. 


Verification of Responses 


Questionnaire data is considered 
more reliable if selectively and inde- 
pendently verified. The more responses 
verified, the stronger the data base 
becomes. Our FGMS advisor said that 
7 interviews at each of 100 units were 
necessary to maintain precision and 
confidence parameters for a highly re- 
liable data base and a strong, defensi- 
ble position. Since the units were 
spread throughout the United States 
and overseas, we weighed the costs of 
verification and decided on a cluster 
sample within the 13 highest density 
States. This sampling domain com- 
prised about 60 percent of the ques- 
tionnaire respondents. Alternate units 
were randomly selected to substitute 
for any units that were not following a 
normal training schedule. 

We had planned to contact a num- 
ber of nonrespondents to determine 
whether a nonrespondent bias existed, 
but in view of the high response rates 
and data verification by GAO audi- 


tors, bias was no longer considered 
critical. 


Summary 


One method of increasing the scope 
of GAO reviews is to take advantage 
of regional office computer terminals 
to aid in the analysis. But this re- 
quires good data on the program 
being reviewed or the computer tech- 
niques will be of little help. 

A questionnaire can be an effective 
tool for gathering the necessary infor- 
mation if it is carefully designed to fit 
the review objectives. The need for 
sufficient prior research to clearly de- 
fine the areas of audit interest cannot 
be overemphasized. Consideration 
should also be given to using expert 
help in designing the questionnaire so 
that it will clearly and objectively 
communicate to the recipients. Exten- 
sive field testing before distribution 
should not be overlooked. This was a 
main key to our successful use of 
questionnaires for the data base 
needed on our review of the reserve 
training programs. 


No greater friend hath dynamic inaction than the committee process! 


James H. Boren 
in When in Doubt, Mumble, 1972 
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ROBERT P.. KOONTZ 


An Approach to Auditing 
Scientific Projects 


The Federal budget for fiscal year 1975 includes nearly $20 
billion for research and development programs. Estimated 
expenditures for these programs are increasing each year with 
recognition of the potential contribution that science and 
technology can make to solving critical national problems. 
How does the auditor go about auditing research and 
development operations? One approach is suggested in this 


article. 


It is hardly news that auditing 
within Government has changed dra- 
matically since World War II. Not 
only must auditors assess the present 
state of an organization’s programs 
but they also should help managers 
estimate the programs’ future value. 
Faced with such an assignment, the 
auditor must increasingly take into ac- 
count the effectiveness of the research 
and development component of the ac- 
tivity being audited. To not do so is to 
miss a significant activity of modern 
organizations. In terms of finance 
alone, research and development ac- 
counts for a fair-sized amount of a 
large organization’s budget. In 1974, 
for example, the Department of Agri- 
culture budgeted $205 million, out of 
a total budget of $10 billion, for its 
Agricultural Research Service. 


More importantly, the research and 
development budget has an impact on 
an organization’s future. For example, 
when the Navy sponsors research, 
basic and/or applied, the results of 
this research affect the Navy’s future 
administration, personnel require- 
ments, training, and strategy. 

Since research and development is 
expensive and important, it is a fruit- 
ful area in which the auditor can prac- 
tice his skill. This article develops a 
set of audit guidelines which will help 
the auditor assess agency programs 
having a high degree of scientific con- 
tent. The discussion is framed around 
three questions: What do we mean by 
science? Should we attempt to audit 
programs with a high science content? 
What general audit guidelines can we 
use to accomplish our audit? 





Mr. Koontz is a supervisory management auditor in the Cincinnati regional office. He 
is a 1960 graduate of the U.S. Military Academy and served as an officer in the U.S. 
Marine Corps from 1960 to 1964. In 1971, Mr. Koontz was awarded a Ph.D. degree in 
political science by Purdue University. He joined GAO in 1973. 





GAO Review/Winter ’°75 





AUDITING SCIENTIFIC PROJECTS 


Definition of Scientific Programs 


One keen observer of scientific pro- 
grams and their social aspects has de- 
scribed them as programs in which 
trained professionals either seek 
knowledge or apply knowledge, using 
a commonly agreed upon set of veri- 
fied hypotheses. Quite simply, science 
is cumulative, and each scientist or 
engineer figuratively stands on the 
shoulders of giants. Any scientific 
field which aspires to acceptance by 
the scientific community must have 
agreement among its workers as to 
what are its essential hypotheses. Al- 
though hypotheses within a scientific 
field are always viewed with skepti- 
cism and the workers may decide to 
substitute one set of fundamental hy- 
potheses for another, the new set of 
hypotheses must attain the same uni- 
versality of agreement which their 
predecessors had. Or, stated in a 
slightly different way, people in a sci- 
entific field must demonstrate to their 
professionally trained and _ skeptical 
colleagues that the field’s phenomenon 
conforms closely to a set of hy- 
potheses. For example, the field of ge- 
netics reached a unity of viewpoint 
among its workers and achieved scien- 
tific acceptance outside the field when 
Mendel’s genetic laws became widely 
known. As Mendel’s work explained 
less and less of what modern geneti- 
cists were interested in, rival theories 
were proposed and debated. Out of 
these proposals and debates, Watson’s 
and Crick’s Nobel Prize winning 
achievement in describing deoxyribo- 
nucleic acid (DNA) achieved a wide 
consensus in the scientific community. 

In that example, we go all the way 
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from rival theories to a widely ac- 
cepted theory which is then replaced 
with a new theory. It is this achieve- 
ment of consensus among scientific 
skeptics which separates science from 
quasi-science. 

The above definition has two posi- 
tive auditing attributes. First, it allows 
the auditor, with the aid of statements 
of scientists in the particular scientific 
field and closely related fields, to 
judge whether one field is more scien- 
tific than another. One simply assesses 
the extent to which workers in a field 
agree on its fundamental hypotheses. 

Secondly, the definition allows the 
auditor to compare whether an applied 
science is more or less scientific than a 
basic science. Potentially, this has 
great payoff for evaluating agency 
One 
could, for example, judge the chance 
of success of a basic research program 
in a scientific field where there is sub- 


research funding programs. 


stantial agreement on its fundamental 
hypotheses much better than one could 
judge an applied research program in 
a field with a wide divergence of opin- 
ion as to its fundamental hypotheses. 
At a minimum such informed auditing 
conclusions can illuminate conditions 
where an agency is placing a large 
amount of money on a long shot (little 
agreement among field workers on hy- 
potheses). When informed of this fact, 
responsible decisionmakers may decide 
to reduce the spending on a long shot 
in favor of spending on scientific en- 
deavors which, because of substantial 
agreement on fundamental hypotheses, 
have a greater chance of success. 
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Should We Audit Science? 


The next problem is whether or not 
we should audit the scientific compo- 
nents of agency programs. This state- 
ment generally stems from a fear that, 
because science involves a great deal 
of creativity, we cannot hold it ac- 
countable. Two points can be made 
when discussing this issue. 

First, we in the General Accounting 
Office are charged with the statutory 
responsibility of auditing almost all 
activities which are funded by U.S. 
Treasury funds. Unless the Congress 
changes the statutes, no tax-funded 
programs are immune from accounta- 
bility. 

The second point is that Federal 
auditors already audit programs with 
a high degree of scientific content. 
Major weapons systems are a good 
example of such programs we now au- 
dit. In addition, Federal auditors ex- 
amine funds spent on wars on cancer, 
university federally funded basic re- 
search, and a host of other programs 
with large scientific components. 

Admittedly, we often feel frustrated 
by the difficulty of assessing a science 
program whose participants are work- 
ing at the frontier of their art. The 
principle, however, of accountability 
of tax-generated funds is not only the 
Federal auditors’ reason for employ- 
ment but the basis of our constitu- 
tional government. It is the larger pur- 
pose of this article to not only reassert 
the legitimacy of auditing science pro- 
grams but also to provide some basic 
audit guidelines which can make this 
auditing task easier. 
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General Audit Guidelines 


If we have a workable definition of 
what science is and we agree that sci- 
ence funded by Federal dollars must 
be accounted for, we are now ready to 
confront the third question raised in 
this article—how can we audit sci- 
ence? It would be overly ambitious to 
attempt a complete answer to this 
question in a short article. However, I 
can state some basic audit guidelines 
which the auditor may use to begin 
what is admittedly a difficult task. By 
explicitly stating these guidelines and 
applying them to one or two examples, 
the proposed major points for audit- 
ing programs with high degrees of sci- 
ence content will be covered. 


Is the Program Legitimate? 


Every Federal progra‘a is tied to 
some enabling legislation. As the pro- 
gram continues, successive authoriza- 
tion and appropriation legislation is 
passed by the Congress. In addition, 
the executive branch issues various 
rules and regulations by which its 
agencies administer their programs. 
These regulations are published in the 
Code of Federal Regulations. An 
agency also issues its own set of mis- 
sion statements, program objectives, 
and regulations. The Federal auditor 
should make himself familiar with all 
of the above sources in order to un- 
derstand the legal rationale upon 
which the activities of the audited pro- 
gram rest. 


Is There Agreement on Hypotheses? 


This guideline follows from our def- 
inition of science. The auditor seeks to 
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determine how much skilled workers 
in the field agree on the fundamental 
hypotheses of their disciplines. For ex- 
ample, if a researcher wants to design 
an aluminum artillery muzzle, the aud- 
itor should seek the judgment of me- 
tallurgists, chemists, and physicists as 
to what the major fundamentals are in 
this field of endeavor. It is important 
to point out that as auditors we are 
not interested in determining the qual- 
ifications of individual researchers at 
this point but rather in seeing what 
agreements exist on the fundamental 
hypotheses in the grantee’s or contrac- 
tor’s field. If there is no agreement on 
the principles underlying an area of 
research and/or research and develop- 
ment, the auditor can legitimately 
raise questions as to whether the pro- 
gram will produce the desired results. 


What Is the Technological Impact 
of the Research? 


This question seeks information on 
what the final outcome of the research 
will be. Again, the auditor should seek 
information from workers in the field 
and should read Science Magazine, 
Aviation Week, Space Technology, En- 
vironment, and other journals which 
are written for the general science au- 
dience. 


Even the most broadly gauged judg- 
ments or information can be useful 
here. For example, can we justify a 
space station to work in a germ-free 
atmosphere to study cancer? What do 
workers in the field of cancer research 


think of such a project? Would these 
researchers rather have money for re- 
search projects other than a germ-free 
laboratory in space? These types of 


ambiguities can be illuminated by ask- 
ing what researchers in the field and 
other scientists think will be the final 
technological impact of the project. 

While such developed information 
should not rule out the continuation of 
a project, decisionmakers can use in- 
formation to weigh the relative merits 
of many projects competing for scarce 
moneys. 


Comparison of Alternatives 


Ultimately all research programs 
funded by public funds are, ideally, 
applied research programs. Even basic 
research, done by scientists to reveal 
nature’s secrets with no practical pay- 
off in mind, is funded by the Federal 
Government in the hope that the appli- 
cations of this knowledge will some- 
how benefit mankind. While it is rec- 
ognized that the auditor must be 
extremely careful in criticizing basic 
research programs, the auditor must 
survey the judgments of knowledgea- 
ble experts as to the chances of suc- 
cess of the various basic research pro- 
grams undertaken by Federal 
agencies. He does this to make clear to 
the decisionmakers what their funds 
are really being spent for. 

The auditor should similarly seek 
information about research being done 
to accomplish a specific agency goal 
(e.g., developing a tank which will go 
55 miles an hour). Knowledge the 
auditor acquires by following the au- 
dit guidelines developed in this paper 
can be used to compare the chances of 
the agency’s reaching its statutory 
goals by using the research programs 
it has selected. I recognize that the 
auditor must rely heavily on expert 
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judgment from scientists and scientific 
administrators both within and outside 
the agency being audited. 

After this information has been 
gathered, the auditor will be able to 
compare the scientific components of 
the agency’s program with the other 
alternatives the agency is using to ac- 
complish its legally approved goals. 


Dissemination of Research Results 


Traditionally, scientists have trans- 
mitted research results using a highly 
developed information transfer mecha- 
nism. Information is transferred by 
means of journal articles, scientific 
meetings, printing of abstracts, and 
word of mouth. While this system has 
been a highly successful one for sci- 
ence, more ways to transfer knowledge 
are needed. 

When research is being done for a 
Government agency, the agency should 
have some type of program to insure 
that research results reach those indi- 
viduals who can effect change to ac- 
complish agency goals. 

The National Science Foundation, 
for example, has an effective informa- 
tion transfer requirement for its Re- 
search Applied to National Needs 
(RANN) program. Researchers doing 
RANN work are required to notify 
relevant Government agencies, poten- 
tially interested non-Government insti- 
tutions, congressional committees, and 
other interested parties of the results 
of completed RANN programs. 

The auditor should 
agency’s procedures for disseminating 
research results. 


review the 
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Application of Guidelines to 
a Hypothetical 
Agency Research Program 


Let us assume that a Government 
agency is spending $1 billion on a 
program directed at lowering the birth 
rate in a given geographic area. The 
program is broken down in the follow- 
ing manner. 

$ 460 million in basic enzyme research 

271 million for the purchase of birth 


control devices and for medical per- 
sonnel to provide birth control 


medical services 

__269 million for birth contro] education 
program 

$1,000 million 


By following our audit guidelines, 
the auditor would first survey the per- 
tinent laws and regulations to deter- 
mine if the overall program and its 
three subprograms are in accordance 
with current Federal laws and regula- 
tions. In addition, because the pro- 
gram involves birth control devices, 
the auditor would have to determine if 
the program is in accordance with the 
statutes of the geographic areas where 
the program is to be conducted. 

Next the auditor would determine 
whether enzyme research is applied re- 
search or basic. In other words, he 
would ask the bench scientists and 
others outside the field of enzyme re- 
search whether enzyme research is di- 
rectly or indirectly tied to birth con- 
trol technology. He should not be 
unduly alarmed if the research is prin- 
cipally concerned with revealing 
knowledge rather than solving a spe- 
cific problem. However, if the enzyme 
research being carried out by the 
agency has a very low probable link 
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with the applied technology of birth 
control, higher management should at 
least be made aware of this fact. 

Our third audit guideline calls for 
the auditor to find out how much 
basic agreement there is among scien- 
tists on the fundamental hypotheses of 
enzyme research. This step is not as 
hard as one might think. Scientists are 
social animals who, like other skilled 
workers, want to talk about their field. 
The auditor simply talks to scientists 
working in the field and in allied 
fields to obtain their judgments. 

.While the auditor is doing this, he 
should inquire as to the probable tech- 
nological impact of enzyme research. 
Quite specifically, he should ask 
knowledgeable scientists about the 
probable effect successful enzyme re- 
search will have on better birth con- 
trol techniques. 

After completing the above step, the 
auditor would compare the enzyme re- 
search with the birth control device 
purchasing program and the $269 mil- 
lion being spent for birth control edu- 
cation. 

Admittedly, such comparisons are 
not easy, and the auditor may want to 


go no further than simply making the 
information about the three programs 
explicit so that agency officials can 
make more educated decisions regard- 
ing their overall birth control pro- 
gram. Attaining even this modest goal 
would help decisionmakers responsible 
for guiding modern organizations. 

Lastly, the auditor would inquire as 
to what steps the agency will take 
after completing its research program. 
In our example, the auditor would be 
able to only review the agency’s plans 
for disseminating the enzyme research 
results. The auditor would also want 
to review the agency’s track record of 
the dissemination of research results 
of other projects it has financed in the 
past. 


Conclusion 


The goal advocated in this article is 
modest. It is essentially to provide bet- 
ter information to decisionmakers who 
must allocate significant portions of 
their budgets for research and devel- 
opment. The audit guidelines listed in 
this article are an attempt to help this 
process. 
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JEFFREY C. STEINHOFF 


Preparing For and Taking 
the CPA Examination 


The author, who passed all parts of the CPA examination 
on his initial try in November 1972, outlines how to prepare 


for and take the examination. 


In a world of changing technology 
and increased education, an auditor 
can no longer rely on an undergradu- 
ate degree in accounting to open all 
the doors to professional success and 
acceptance. For many years GAO has 
emphasized professional achievement 
and advancement indicators, such as 
graduate university work and the CPA 
certificate. National acceptance over 
the years has increased the prestige of 
the CPA certificate as a measure of 
professional competence and stature. 
Many GAO auditors will take the uni- 
form CPA examination at one time or 
another. This can be a very demand- 
ing and frustrating experience. 


Personal Attitude 


Personal attitude is a part of any 
successful endeavor. In approaching 
ihe CPA examination, you must take a 
positive attitude. You not only must 
have sufficient technical knowledge 


and the desire to become a CPA but 
must also believe that successful com- 
pletion is within your scope. There is 
no place for defeatism. 

You must be a serious candidate. 
Don’t give up if you are unsuccessful 
the first time. The American Institute 
of Certified Public Accountants de- 
fines serious candidates as those who 
take the examination again if they do 
not succeed the first time. According 
to the Institute, studies have shown 
that 70 to 85 percent of the serious 
candidates pass the examination 
within 5 years. This may seem like a 
long time, but it is relatively short 
when compared to the importance of 


the CPA certificate. 


Preparation 


Optimism, however, does not take 
the place of technical knowledge. All 
the self-confidence and desire in the 
world will be to no avail if you do not 
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PREPARING FOR AND TAKING THE CPA EXAMINATION 


properly prepare yourself for the ex- 
amination. You should establish and 
follow a definite review and study pro- 
gram. Consider your strengths and 
weaknesses in establishing this pro- 
gram. Some people have the self-disci- 
pline to study on their own. There are 
many good accounting textbooks and 
CPA correspondence courses availa- 
ble. Others, like myself, are more 
suited to a classroom review course 
where the curriculum is geared to 
passing the examination and offers the 
built-in discipline that few of us have. 


Review Course 


The examination emphasizes the ap- 
plication of academic knowledge. 
Many GAO auditors have been out of 
college for several years and their ac- 
counting knowledge is somewhat 
rusty. This should not be an obstacle 
or be used as an excuse for not taking 
the examination. A good review course 
can bring out and synthesize past aca- 
demic knowledge. Refresher courses 
give you guidance and shortcuts on 
taking the examination and outline 
current accounting doctrine and prac- 
tice. 


Review courses can be very benefi- 
cial, but you should not get the 
impression that, by simply enrolling, 
you will automatically pass the exami- 
nation. Intensive study and effort are 
still required. Time must be budgeted 
and set aside for study outside class. 
This is especially difficult considering 
the demands and pressures the typical 
auditor faces. Travel could pose a 
problem and may prevent you from 
taking a classroom review course. 


Preparing for the examination is 
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not easy. I attended a review course 
which met 3 week nights and Saturday 
morning each week for 6 months. 
Each class session lasted 4 hours, and 
homework problems were given every 
week. This, coupled with job responsi- 
bilities, made it a difficult 6 months. I 
am, however, completely sold on a 
classroom review course for those who 
have been out of school for several 
years. Anyone who has recently grad- 
uated from college should take the ex- 
amination as soon as he is eligible. 
Timing is very important, and I found 
out that procrastination has its price. 


Taking the Examination for Practice 


People have told me that they were 
going to take the examination for 
practice. I can think of nothing more 
demoralizing than taking the CPA ex- 
amination without being properly pre- 
pared. The examination lasts 19-14 
hours and requires a broad knowledge 
of the accounting field. It is both men- 
tally and physically exhausting. If you 
take the examination without properly 
preparing yourself, your confidence 
will probably be shattered by the time 
you are through. There is no shortcut. 
You must thoroughly prepare yourself 
before attempting the examination. 


Working Prior CPA Examinations 


A good way to prepare for the ex- 
amination is to work prior CPA exam- 
inations. By placing yourself under 
stringent time controls, you can simu- 
late the examination and get a feel for 
what to expect. Solving CPA problems 
helps you develop an approach to a 
particular topic or type of question. 
Don’t try to memorize solutions to 
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prior examinations. The exact ques- 
tion will not be asked again. Get a 
firm understanding of the accounting 
fundamentals covered in the problem 
and develop a definitive approach for 
applying these fundamentals. Work 
prior CPA examination problems to 
augment your review program but not 
to take the place of intensive study. 


Preparing for All Parts 


Preparing for all parts of the exami- 
nation simultaneously may seem like 
an overwhelming task. Fortunately 
there is a degree of homogeneity 
among most of the parts which makes 
the task somewhat easier. Accounting 
practice, theory, and auditing are so 
interrelated that it is sometimes diffi- 
cult to differentiate the subject matter. 
For example, on the examination I 
took, statistical sampling—which has 
historically been included in the audit 
part of the examination—showed up 
as an optional problem in accounting 
practice. Also, a short consolidation 
problem requiring the preparation of 
consolidated statements and eliminat- 
ing entries was given in accounting 
theory. 


Genera! Study Guidelines 


Although you must be prepared for 
anything, some guidelines can be ap- 
plied in budgeting study time. Ac- 
counting practice, covering 9 hours 
over 2 days, is the most demanding 
and difficult part of the examination. 
In my opinion, it is the key to the 
entire examination. A good under- 
standing of the principles of account- 
ing practice ties directly into account- 
ing theory and auditing. 
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As a general rule, Federal income 
taxes and cost accounting represent 
about 40 percent of the accounting 
practice examination. A municipal ac- 
counting problem and a consolidation 
or pooling of interests can also be 
anticipated but are by no means a 
certainty. In municipal accounting, the 
major emphasis has been on the rela- 
tionship of the various funds. In talk- 
ing to other auditors, I find that many 
had not studied municipal accounting. 
This is an area where a review course 
can be very helpful. The other 40 to 
50 examination points are wide open 
and cover everything from home and 
branch accounting to price-level ad- 
justments. 

The application of quantitative 
analysis methods and techniques has 
been increasingly emphasized. This 
topic is extremely complex and espe- 
cially difficult for anyone who has 
been out of school for several years. 
Only in the past few years have uni- 
versities included quantitative tech- 
niques as part of their accounting cur- 
riculum. 

The accounting field is ever chang- 
ing and expanding, and new areas are 
often included on the examination. 
The increasing role of the computer 
has had a tremendous impact on the 
accounting profession. The recent Eq- 
uity Fund scandal, made possible, in 
part, by the manipulation of computer- 
based accounting data, highlighted the 
importance of an auditor’s being fully 
knowledgeable about computer-based 
accounting systems and data process- 
ing operations. Although this area has 
been included in various forms on 
past examinations, a much greater em- 
phasis can be expected in the future. 
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Regardless of what type of study 
plan you set up, make sure you know 
the present thinking of the Institute. 
In addition to discussing new areas in 
the Journal of Accountancy, the Insti- 
tute offers a wide variety of publica- 
tions and self-study courses as part of 
its continuing education program. 

Take some leave before the exami- 
nation and thoroughly review what 
you have previously studied. This is 
the most critical period in your prepa- 
ration, and time must be wisely budg- 
eted and used. 


Taking the Examination 


Once you have prepared yourself, 
all that is left is to give the examina- 
tion your best effort. It is nationally 
graded. You will be competing with 
every candidate, not just those sitting 


in your home State. Your paper will 
be graded by an advisory grading ser- 
vice. The objective of this service is to 
provide uniformity and fairness. Grad- 
ing bases are developed from a sample 
of candidates’ papers and do not rep- 
resent the examiners’ preconceived 


ideas of correct answers. Graders 
don’t know anything about you other 
than your candidate number and home 
State. Tight security is maintained 
over the examination, and papers are 
graded a second and sometimes a third 
and fourth time as part of the grading 
controls. 

The pressure during the examina- 
tion is intense. Stop studying the day 
before. Try to relax. Arrive at least 20 
minutes early for each examination 
part to give yourself time to put your 
candidate number and home State on 
the answer sheets provided by the In- 
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stitute. Every minute saved is impor- 
tant. Budget your time according to 
the minimum and maximum time 
schedules shown on the examination. 
If you cannot complete a problem or 
question within the allotted time, stop 
working and outline for the grader 
what you would have done if you had 
had time to finish. 

Try to write legibly and show all 
supporting computations on the com- 
putation sheets provided with the ex- | 
amination. A grader will review many 
papers, and if your paper is difficult to 
read, you could lose valuable points. 
Make your answers clear, concise, 
complete, and specific. If a question 
asks for a decision, clearly state yes or 
no and give your reasons. When an- 
swering essay questions, outline any 
assumptions you made and use ac- 
cepted accounting terminology since 
graders like “buzz” words. They are 
not interested in the length of your 
answer but in the quality. Stick to the 
requirements of the problem or ques- 
tion. Don’t waste time providing infor- 
mation that was not asked for because 
you will not receive additional grad- 
ing poinis and your answer may con- 
fuse the grader. 

When you receive your examination 
booklet, briefly read through it and 
begin with the problem or question 
that is most familiar to you. Your con- 
fidence will build as you go along. ii 
you draw a blank on a particular 
question, don’t panic. Collect your 
thoughts and, if worst comes to worst, 
put down anything you know about 
the topic. A grader can’t give you any 
points for a blank answer. 

When you have completed the exam- 
ination, double check to make sure 
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that your candidate number, home 
State, and the page number are shown 
on each page. Your paper is separated 
by question for grading purposes, and 
failure to properly identify all pages 
could cause you to lose credit. 


Final Remarks 


GAO’s professional development 
program gives every auditor the op- 


portunity and encouragement to seek 
the CPA certificate. GAO will pay 
$300 of the cost of a review course 
and will provide time off to take the 
examination. Leave policies for study- 
ing are generally liberal. I suggest 
that all candidates try to take leave 2 
weeks before the examination. The 
challenge is there. It is up to you to 
make the most of it. 


Audit Resources in Defense Activities 


We have significant audit resources in DoD—about 3,000 internal 
auditors and 3,500 in contract audit. Also, the General Accounting 
Office spends annually about 1,100 manyears in reviewing defense ac- 
tivities. In my opinion, the quality of personnel and leadership in this 
function is excellent. However, I believe we have not used adequately 
the information made available from audits. We should be more aggres- 
sive in following up on audit findings, and we must be more courageous 
in putting audit recommendations into practice. 
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New Format for 
Bid Protest Decisions 


The General Accounting Office annually receives more than 
1,000 bid protests from firms which are dissatisfied with how 
their bids or proposals for Government contracts are handled 
by the contracting agencies. In fiscal year 1974 formal 
decisions were rendered by the Comptroller General in 578 of 
these protest cases. Since these decisions are prepared by 

the Office of the General Counsel, one might expect that they 
would be written in traditional legal prose. 


Recently, however, one attorney-adviser in the General 
Counsel’s Office, Ronald Berger, taking his cue from a 
Federal judge in Philadelphia (whose decision has been 
preserved for all to see; Mackensworth v. American Trading 
Transportation Co., 367 F. Supp. 373), drafted a decision 
in a somewhat different style. That draft (with name of 
protester changed) and the response to it by the Deputy 


General Counsel appear below. 


MATTER OF: 


Low-Bid, Incorporated 


DIGEST: 


Comptroller General must deny protest 
against technical proposal rejection be- 
cause Army’s actions were proper and 
within its administrative discretion. 


We have here a case of rejection 
of an offer viewed bad in conception. 


Sensor Inband Radio Relays 

is what the Army wanted to buy. 
Low-Bid thought it over 

and decided to give it a try. 


Low-Bid thought its proposal 
was eminently qualified 

but the Army saw it differently, 
and attempted to put it aside. 


Our proposal is terrific 
says Low-Bid in its protest, 
and invites GAO to conduct 
its own independent test. 


The Army, on the other hand, 
says the offer was far from great, 
and in at least 3 important areas 
Low-Bid didn’t even rate. 


Moreover, the Army asserts, 
in conducting the evaluation 
it certainly wasn’t arbitrary 
and there was no abuse of discretion. 


GAO Review/Winter ’75 





And so the issue before us 

is as simple as can be. 

It’s whether Low-Bid’s proposal 
was rejected with propriety. 


From the Army we have technical jar- 
gon to justify summary rejection 

and more of the same from Low-Bid 
alleging a preselection. 


In cases of technical judgments 
irreconcilably disharmonious, 
our Office does not determine 
which view is erroneous. 


Moreover, we must point out 
the agency should decide 
which proposal it can accept 
and which it cannot abide. 


But we have looked to see 

if in its evaluation 

the Army adhered to provisions 
of its troublous solicitation. 
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FORMAT FOR BID PROTEST DECISIONS 


It is our considered conclusion 

based upon careful review 

that the Army’s actions were proper 
and within its discretionary purview. 


Accordingly, for the reasons above 
the protest must be denied 

but Low-Bid can take comfort 
knowing how hard it tried. 


RESPONSE FROM DEPUTY GENERAL 
CouNsEL 


The proposed disposition is too long. 
Please revise to something along the 
following lines: 


Protester tried, 
Agency lied, 
GAO cried, and 
Low-Bid died. 





The following items from past issues of The Watchdog, the 
monthly newspaper of the GAO Employees Association, 
Carl C. Berger, editor, are republished for the benefit of 


GAO’s present staff. 


GM Refunds Millions on GAO Report 


January 1958 


Investigation by a GAO Defense 
Contracts Audits team of the Kansas 
City regional office of a Department of 
the Air Force contract with the Gen- 
eral Motors Corporation, Buick- 
Oldsmobile-Pontiac Assembly Divi- 
sion, has resulted in the contractor 
making a refund of 5 million dollars 
to that service and the offer to return 
an additional 4.7 million dollars con- 
tingent upon the outcome of action by 
the Department of Justice. 

Because of the outstanding manner 
in which the staff conducted its audit, 
without detailed guidelines from the 
Washington office, the members of the 
staff were recommended for honorary 
meritorious service awards as well as 
cash awards, and the Kansas City re- 
gional office was recommended for a 
plaque for outstanding achievement. 

Staff members who participated on 
the audit and the cash awards they 
received were: Robert B. Hall, super- 
visory senior, $1,000; Leslie E. Mur- 
phy, audit manager, $500; Clifford 
Gould, staff assistant, $500; Charles 


Comfort, staff assistant, $300; and Ar- 
thur Zago, staff assistant, $200. 

Developing their own audit program 
for the review of the contractor’s pro- 
posed prices, the preliminary review 
showed that the contractor realized 
more than 17 million dollars of profits 
in excess of the amount contemplated 
in negotiations. Following the pro- 
gram developed, the staff discovered 
that about 8.5 million dollars of the 
reductions in cost were actually the 
results of overstatements by the con- 
tractor on the price proposals. 

Following the submission of the au- 
dit report to the contractor and the 
Air Force it was transmitted to the 
Congress, where hearings were held. 
All points brought out by the report 
were proven to be completely reliable, 
and the case was referred to the Attor- 
ney General. 


Although the amount of funds re- 
covered was substantial, other impor- 
tant factors are that this audit “was 
one of the first to make a critical anal- 
ysis of price proposals in the perform- 
ance of contract audits. The general 
approach has been made a part of the 
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Defense Contracts Audit Program and 
is now in use in the audits at other 
contractors’ plants.” 

In recommending the staff to the 
Incentive Awards Committee for hon- 
orary and cash awards, Lawrence J. 
Powers, director, DAAD, and J. E. 
Thornton, director, Field Operations, 
noted “we believe that the staff on the 
assignment has made an outstanding 
contribution to the work of the Office 
and one which is considerably greater 
than could normally be expected from 
auditors at the grade levels in which 
they were working at the time.” 


GAO Uncovers Payroll Frauds 


January 1958 


Through a GAO employee’s sugges- 
tion, which was instrumental in con- 
centrating an audit in a particular 
area, and through the diligent and in- 
cisive search by the GAO Air Force 
Audit Branch, DAAD, the U.S. Gen- 
eral Accounting Office uncovered a 
large-scale fraud at the Parks Air 
Force Base, Cal. Preliminary investi- 
gation revealed that over 400 USS. 
Treasury checks totaling more than 
$100,000 were forged and cashed. 

Three noncommissioned officers 
were implicated as the principal par- 
ticipants. One was a clerk in the Fi- 
nance Office of the Air Base. His posi- 
tion enabled him to process fictitious 
rolls and pick up checks and to divert 
the returned checks to his own use 
instead of having them canceled. The 
checks were then passed over to two 
confederates to be cashed. 

Mrs. Mabel O. Wartner, of the Air 
Force Audit Branch, suggested that a 
“sampling be made of military pay 
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records evidencing lineout of payment 
entries.” 

Following this, John C. Cummins 
and John E. Gahagan, chief and as- 
sistant chief, respectively, of the Air 
Force Audit Branch, made a prelimi- 
nary study of the suggestion made un- 
der the Incentive Awards Program of 
the Office. When the initial findings 
were developed, Mr. Cummins and Mr. 
Gahagan recognized “the potentiality 
for fraud and they assumed active su- 
pervision of the audit program.” 

With the uncovering of forgeries to- 
taling more than $100,000, the matter 
was referred to the Federal Bureau of 
Investigation and the Department of 
the Air Force because of possible 
criminal violations. The former agency 
turned the matter over to the U.S. 
Secret Service, Treasury Department. 

As a result of GAO’s investigation, 
the Army, Navy, and Marine Corps 
Audit Branches are being directed to 
adopt a similar type program in this 
area. 

For her suggestion, Mrs. Wartner 
received a cash award of $300; Mr. 
Cummins and Mr. Gahagan were pre- 
sented with Meritorious Service Em- 
blems; and a suitable plaque of com- 
mendation was given to the Air Force 
Audit Branch. 

The Comptroller General of the 
United States, Joseph Campbell, and 
other officials of the Office have com- 
mended the individuals and the Air 
Force Audit Branch for “their supe- 
rior performance or through their per- 
formance of special acts or services in 
the public interest in connection with 
or related to their official employment, 
have substantially contributed to the 
accomplishment of the program, func- 
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tions, or major responsibilities of the 


Office.” 


Thirteen New GAO CPAs Feted 
May 1958 


Thirteen GAO employees in the 
Washington area who were successful 
candidates in the May and November 
1957 CPA examinations were honored 
last week at the tenth annual CPA 
dinner, bringing the total of CPAs in 
GAO to 391. One hundred and fifty 
guests attended the dinner. 

Joseph Campbell, Comptroller Gen- 
eral of the United States, paid tribute 
to the entire organization, which he 
characterized as his team. He ex- 
pressed his pride in the new CPAs and 
said this was a true beginning of 
greater opportunities. He further 
stated that the CPAs were fortunate to 
have had the leadership and direction 
that others in the past had not always 
received, nor had there been the op- 
portunity or advantage to receive the 
training and direction of such men as 
are now directing the staff training 
and development programs. 

Mr. Campbell also paid tribute to 
his fine field organization which was 
under the most estimable leadership. 
He also expressed his esteem for the 
leadership given by the directors of 
the other divisions of the GAO. 

Gregory J. Ahart received honora- 
ble mention from the Elijah Watts 
Sells award for being among those 
who received the highest marks in the 
United States. 

Others in the field who received 
CPA certificates are Andrew F. Mc- 
Call, Atlanta; Louis Searleman, Cleve- 
land; William G. Kauffman, Denver; 
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George Vissio, Jr., Los Angeles; Paul 
C. deLassus, New Orleans; Irvin H. 
Galen, Philadelphia; Thomas E. Har- 
ryman, Portland; Karl E. Deibel, St. 
Louis; and Robert W. Berglund, 
Roger M. Carolus, and Kenneth A. 
Nelson of St. Paul. 


Frederick K. Rabel Promoted 
July 1958 


Frederick K. Rabel has been desig- 
nated assistant director in the Civil 
Accounting and Auditing Division. 


Mr. Rabel was graduated from the 
University of Berlin, Germany, with 
the degree of Doctor of Jurisprudence 
and also holds a master’s degree in 
business administration from the Uni- 
versity of Michigan. He became a 
CPA in Illinois in 1953. 


Before coming to the General Ac- 
counting Office in 1952, he was associ- 
ated for about 11 years with several 
national public accounting firms. He 
taught accounting at night for 3 years 
at Roosevelt College, Chicago, and at 
the University of Chicago. He is a 
member of the American Institute of 


CPAs and FGAA. 


Mr. Rabel has written papers which 
were published in the Journal of Ac- 
countancy entitled, “Financial State- 
ments Should Show Corporate Surplus 


Restrictions From Treasury Stock 
Purchases” and “Auditing Standards 
and Procedures in the Light of Court 
Procedures.” 

Since coming with GAO he has been 
assigned generally to the Mutual Secu- 
rity Program. In his new position Mr. 
Rabel will be associated with George 
Staples, associate director. 
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H. E. Breen Appointed Assistant Director 
January 1959 


Joseph Campbell, Comptroller Gen- 
eral of the United States, has an- 
nounced the designation of H. Edward 
Breen as assistant director of the 
Office of Staff Management of the 
United States General Accounting 
Office. 


THE WATCHDOG REPORTS 


Mr. Breen, a graduate of the Uni- 
versity of Illinois where he received 
his bachelor’s, master’s, and Ph.D. de- 
grees, is a certified public accountant 
from the State of Illinois. He taught 
accounting at the University of Illinois 
until 1946 when he joined GAO. He 
also practiced public accounting in the 
State of Illinois. 


Force for Better Management 


It isn’t generally realized—but a potent new force for good has been 
making its influence felt in a large way in the federal service. 

It’s a child of the comptroller general’s General Accounting Office. 
More specifically, it’s the GAO’s Federal Personnel and Compensation 
Division, established in 1972 and headed by Forrest Browne. 

It focuses on problem areas in government personnel management. It 
has to its credit a long series of reports—for the most part well docu- 
mented and hard hitting—telling federal managers better ways to man- 
age. 


John Cramer 


Washington Star-News 
October 26, 1974 
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News & Notes 


Best Articles 


Award winners for the best articles 
in the Summer and Fall 1973 and 
Winter and Spring 1974 issues of The 
GAO Review were as follows: 

Authors 35 years of age or under: 
Morey J. Chick, Philadelphia re- 
gional office, “The Cost of Infor- 
mation,” Summer 1973 issue. 
Ronald Berger, Office of the Gen- 
eral Counsel, “Labor Standards 
and Federal Procurement—The 
Comptroller General’s Role,” 
Spring 1974 issue. 

Authors over 35 years of age: 


Arnett E. Burrow, Kansas City 
regional office, and Larry E. 
Hodges, Financial and General 
Management Studies Division, 
“Economics of Inventory Con- 
trol,” Fall 1973 issue. 

Bernard A. Brady, General Gov- 
ernment Division, “In the Back- 
yard of Congress,” Spring 1974 
issue. 


Professional Development 


Lynn H. Brown, audit manager, 
Kansas City regional office, offers the 
following observations: 

Professional development is a term 
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used often in GAO, particularly 
around annual appraisal time. But 
how often do we think about what it 
is, and what it does for us? 


First of all, it is an attitude which 
recognizes that the need to learn con- 
tinues throughout your career. This is 
illustrated by a brief look at how fast 
things are changing around us. Con- 
sider the following comments from a 
recent publication. What does this do 
to a 4-year college education obtained 
in the 1960s, or even the 1970s? 

All knowledge in the world doubled be- 

tween the years 1900 and 1950; it doubled 

again between 1950 and 1970; and will 
continue to double about every 5 years in 
the future. 

These statistics illustrate the need to 
continue learning, but this takes effort. 
Professional development is the recog- 
nition of this need and the effort made 
to meet it. Opportunities for this are 
available from many sources, some of 
which are provided by your employer, 
and some of which you provide. Your 
employer can provide education pro- 
grams, meaningful jobs with adequate 
diversification, performance evalua- 
tions, career counseling, and oppor- 
tunities for advancement. You can ini- 
tiate your own education programs 
(both formal and informal) ; take ad- 
vantage of opportunities to obtain di- 
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verse work experiences; and work 
with professional, civic, and commu- 
nity organizations. 


What’s in it for you? This question 
is difficult to answer. The extent your 
professional development efforts will 
help, and indeed the type of effort that 
will help most, are questions that de- 
pend on your current position and as- 
pirations. When the results of your 
efforts show up on the job, it should 
make your work easier, improve your 
performance evaluation, and influence 
your superior’s opinion of your poten- 
tial. It may or may not result in pro- 
motion and increased earnings. There 
is no way to know in advance when or 
if professional development efforts will 
pay off in this manner. But, when it 
becomes obvious that such efforts 
would have paid off, it’s usually too 
late to make the effort. 


Take another look at what your em- 
ployer should provide you and what 
you should provide yourself. How 
does GAO stack up in regard to what 
it should do for you? How do you 
stack up in terms of what you should 
be doing for yourself? 


Concern for the Handicapped 


Six Senators signed a letter to the 
Comptroller General recently com- 
mending GAO on its review of the 
Architectural Barriers Act of 1968. 
This law requires that buildings fi- 
nanced with Federal funds be de- 
signed and maintained to be totally 
accessible to and usable by handi- 
capped people. The letter stated: 


Members of your Federal Personnel and 
Compensation Division have briefed us on 
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your on-going review of the effectiveness of 
the implementation of the Act. You are to 
be commended for undertaking this review 
without a specific request from the Con- 
gress. It demonstrates your understanding 
of the concerns of Congress for the prob- 
lems of individuals with handicaps. 


Faulty Employee Supervision 


A large part of the budgets of all 
governments is made up of the salary 
and wage costs of employees and re- 
lated benefits such as retirement and 
insurance. Since public funds are used 
to pay these costs, it is the obligation 
of all supervisors to see that those 
under them are gainfully and produc- 
tively employed and waste is mini- 
mized. Auditors need to evaluate how 
well this responsibility is discharged 
and report their findings fairly. A re- 
cent report by the auditor of a major 
State included the following strong ob- 
servations on faulty supervision of 
personnel as a result of an audit of a 
large institution in his State: 

@ Supervision of employees was extremely 


weak, sorely in need of guidance, train- 
ing, and motivation. 


We saw many instances of employees 
who were avoiding work, thus further 
burdening those who were dedicated to 
their task. Our audit of employee at- 
tendance and activities at various unan- 
nounced times of the day, evening, night, 
and weekend shifts, disclosed instances 
of employees sleeping on the job, watch- 
ing television, congregating in building 
offices, and leaving early or arriving late 
without charge to leave records. 

© Employee absences without authorization, 
continued lateness, and other evidence of 
lack of motivation were not promptly 
disciplined. This condition adversely af- 
fected the morale of those employees 
properly performing their jobs. 
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GAO Welcomed 


WELCOMES 
MR. MIKE PISKAI 
mR. DAVE BILKER 
GAO PHILA. PA. 


The above sign of welcome greeted 
members of the Philadelphia regional 
office not long ago when they visited 
the McGuire Air Force Base during a 
review of military recruiting activities 
of the 3502d USAF Recruiting Group. 
It is understood that the sign really 
means “We are glad you are here to 
help us!” 


Applying Auditing Standards 


The principal reasons for having 
auditing standards are to promote a 
high level of professional practice and 
to provide some protection to the pub- 
lic and other users of the results of 
audit work. In a recent order by the 
Securities and Exchange Commission 
suspending a public accounting firm 
from practice before the Commission, 
the Commission demonstrated how im- 
portant it is to adhere faithfully to 
basic and accepted auditing standards. 
The order stated: 


The audit was not adequately planned. 
The accountant conducting it lacked ade- 
quate training and proficiency as an audi- 
tor, and was not supervised properly by 
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respondents. In addition, respondents 
failed to evaluate the effectiveness of the 
broker-dealer’s existing internal controls to 
determine the need for extending the scope 
of the examination, to inquire into mate- 
rial post-statement events, and to obtain 
sufficient evidence to afford a reasonable 
basis for the unqualified opinion given to 
the broker-dealer. 


Control of Expenditures 
for Protecting the President 


The Comptroller General’s report to 
the Congress entitled “Protection of 
the President at Key Biscayne and 
San Clemente” (B-155950, Dec. 18, 
1973), was mainly concerned with a 
review of expenditures for protective 
measures at the two residences of for- 
mer President Nixon. However, it also 
reviewed the experiences in the years 
1968-73 in terms of budgeting, ac- 


counting, and auditing to identify 
what had been done or still needed to 
be done to strengthen control by the 
Congress and promote better public 
understanding. 


The report contained several recom- 
mendations to the Congress. On Au- 
gust 21, 1974, Robert F. Keller, Dep- 
uty Comptroller General, summarized 
these recommendations as part of his 
testimony before the Subcommittee on 
Claims and Governmental Relations of 
the House Judiciary Committee on the 
proposed Presidential Protection Act 
(H.R. 11499). 


Mr. Keller stated that GAO had rec- 
ommended in the Key Biscayne-San 
Clemente report that: 

1. Appropriations for expenditures 

at private residences for protec- 
tive purposes should be made to 
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the Secret Service and no other 
funds should be available for 
that purpose. 

. The accounting system of the Se- 
cret Service should require that 
expenditures at private resi- 
dences for protective purposes be 
authorized by the Director or 
Deputy Director of the Service. 

. The Secret Service should make 
an annual public report to the 
Congress showing in as much de- 
tail as security will allow expend- 
itures made on private residences 
for protective purposes. 

. The report made by the Secret 
Service should be subject to au- 
dit by GAO and GAO should be 
given complete access to all rec- 
ords, files, and documents sup- 
porting expenditures made by 
the Service. 

. Appropriations for expenditures 
at private residences of the Presi- 
dent, not of a protective nature, 
should be made to the White 
House. The White House should 
account for any such expendi- 
tures and make an annual report 
to the Congress, subject to audit 
by GAO in the same manner sug- 
gested for expenditures by the 
Secret Service for protective pur- 
poses. 

. The Congress should consider 
limiting the number of private 
residences at which permanent 
protective facilities will be pro- 
vided for a President and that 
consideration should be given to 
the desirability of a Government- 
owned residence in Washington 
for the Vice-President. 
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What the Bells Mean 


Visitors on Capital Hill when the 
Congress is in session will hear the 
sound of bells or buzzers frequently 
without knowing what they mean. In 
both Houses there is a set of buzzer or 
bell signals to call attention to activi- 
ties on the floor of each chamber. 


On days when the House is in ses- 
sion, there is one long ring at 9:30 
a.m., a long ring 15 minutes before a 
session begins, and a third long ring 
at the hour of convening. After a ses- 
sion starts the following signals apply: 

lring .... Tellers 

2rings .... Yeas and nays 

3 rings ... . Call of the House, no 

quorum, in Com- 
mittee of the Whole 
. Adjournment 
. Recess 


In the Senate the bells are tested by 
one long ring at 9:00 a.m. each day 
there is to be a session, except on days 
when the Senate meets very early. 
There is a long ring at the hour of 
convening, and six rings when morn- 
ing business has been concluded. After 
convening, the following signals ap- 
ply: 

1 ring . . Yeas and nays 

2rings ... . Quorum call 

3 rings... . Call of absentees 

4rings .... Adjournment or re- 

cess 


4rings... 
Srings... 


Audit Generalizations 


In the State Comptroller’s summary 
report on audit of New York State 
agencies for the 2 years ended March 
31, 1974, appear the following useful 
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generalizations: writer recently said: “* * * to do better, 


we must have a way of distinguishing 
better from worse.” 

3. Agencies tend to concentrate on their 
expenditure programs. There is a need 
for greater concern with the revenue- 

2. There is a need for agency self-evaluation generating aspects of their activities. 
of the effectiveness of their programs— 4. There is no substitute for tough manage- 
particularly in the social fields. As one ment and close supervision. 


1. There are ample opportunities for cost 
reduction through greater innovation and 
comparison with the way things are done 
by others. 


For Disclosure 
* * * the recent reports of extravagant gift giving among U.S. and 
foreign heads of State has aroused serious misgivings among the Ameri- 
can taxpayers. I think it is time that the Congress and the American 
public learn where our tax dollars are going in this atmosphere of 
“Santa Claus” diplomacy. 
* * * at a time when inflation is at a record high, I feel very strongly 
that the taxpayer should know exactly how much of his money is being 
spent, wh: » it comes from, where it is going, and for what purpose. 


Senator William A. Proxmire 


Congressional Record 
October 2, 1974 
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Hearings 
& Legislation 


By JupiITH HATTER 
Chief, Legislative Digest Section 


Commodity Futures Trading 
Commission Act of 1974 


The Comptroller General is required 
to conduct reviews and audits of the 
Commodity Futures Trading Commis- 
sion established pursuant to the provi- 
sions of Public Law 93-463, October 
23, 1974, 88 Stat. 1389, which would 
strengthen the regulation of futures 
trading. 


During consideration of the legisla- 
tion by the Senate Agriculture and 
Forestry Committee, Henry Eschwege, 
director, Resources and Economic De- 
velopment Division, discussed the pro- 
visions of the legislation in the light of 
a GAO review of the Agriculture De- 
partment’s Commodity Exchange Au- 
thority. 


When the Senate debated the meas- 
ure on September 9, Senator Dick 
Clark discussed the Committee’s work 
and with respect to the GAO report 
stated: 

The GAO report on the Commodity Ex- 

change Authority and commodity futures 

trading was an excellent investigative and 
analytical effort, by the way, and its rec- 
ommendations are reflected throughout the 


bill. 
Senator Hugh Scott of Pennsylvania 
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also referred to the GAO contribution: 


* * * H.R. 13113 is an excellent approach 
to a difficult problem which must be solved. 
It is significant that many of the ideas 
incorporated in the bill are a result of an 
extensive study by the GAO.’ 


Secret Service 
Protective Services 


On August 21, 1974, Robert F. 
Keller, Deputy Comptroller General, 
testified before the Subcommittee on 
Claims and Governmental Relations of 
the House Judiciary Committee on the 
provisions of H.R. 11499, the Presi- 
dential Protection Act. 

The bill would more precisely delin- 
eate circumstances under which pro- 
tection may be furnished to the Presi- 
dent and other persons entitled to 
protection under 18 U.S.C. 3056, par- 
ticularly respecting security expendi- 
tures on property not owned by the 
Government. 

Recommendations resulting from a 
GAO review of expenditures for pro- 
tection purposes at Key Biscayne and 
San Clemente were discussed and re- 


* Congressional Record, Vol. 120 (Septem- 


ber 9, 1974), p. $16132. 
? Congressional Record, Vol. 120 (Septem- 
ber 9, 1974), p. $16136. 
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lated to the pending legislation where 
appropriate. (Other participants: 
Crawford, Varholy, and Griffith) 


Natural Gas Industry 
Regulation 


Victor L. Lowe, director, General 
Government Division, summarized the 
principal findings and conclusions 
contained in a GAO report on the 
“Need for Improving the Regulation 
of the Natural Gas Industry and Man- 
agement of Internal Operations,” Fed- 
eral Power Commission, on September 
25, for the Special Subcommittee on 
Investigations of the House Interstate 
and Foreign Commerce Committee. 


Mr. Lowe discussed at length the 
propriety of the extensions granted by 
the Federal Power Commission to pro- 
ducers selling gas in the interstate 
market pursuant to FPC’s emergency 
regulations—an area of fundamental 
difference of opinion between GAO 
and FPC. (Other participants: Peter- 
son, Lotkin, and Griffith) 


Federal Paperwork Commission 


Phillip S. Hughes, Assistant Comp- 
troller General, discussed the provi- 
sions of H.R. 16424, to establish a 
Commission on Federal Paperwork, on 
September 12, before the Subcommit- 
tee on Legislation and Military 
Operations of the House Government 
Operations Committee. (Other partici- 
pants: Heyl, Latta, and Sperry) 

The Comptroller General would be- 
come a statutory member of the Com- 
mission, which would be required to 
study and investigate statutes, policies, 
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rules, regulations, procedures, and 
practices of the Federal Government 
relating to information gathering, 
processing, and dissemination and the 
management and control of these ac- 
tivities. 

During the debate on the measure, 
which passed the House of Representa- 
tives on October 7, 1974, under sus- 
pension of the rules, Representative 
Frank Horton of New York, one of its 
sponsors, stated that “* * * HLR. 
16424 gives us the best opportunity to 
bring Federal paperwork under con- 
trol. * * * There have been no 
expressions of opposition to the bill.” + 


Unclaimed Savings Bonds 


On August 8, Donald L. Scantle- 
bury, director, Financial and General 
Management Studies Division, ap- 
peared before the Legal and Monetary 
Affairs Subcommittee of the House 
Government Operations Committee to 
discuss the objectives, findings, and 
recommendations of a review of un- 
claimed bonds held in safekeeping for 
veterans and other individuals and the 
efforts made to determine the feasibil- 
ity of locating and returning the 
bonds to their owners. (Other partici- 
pants: Kensky, Cronin, Bedrick, and 
Sperry) 

On October 16, Representative Car- 
diss Collins of Illinois discussed a con- 
current resolution, H. Con. Res. 588, 
which she introduced on August 8, 
expressing the sense of the Congress 
that the Secretary of the Treasury di- 
rect the Commissioner of Public Debt 


1 Congressional Record, Vol. 120 (October 
7, 1974), p. H9963. 
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to make available to national veterans’ 
organizations, for publication in their 
periodicals, a list of names and serial 
numbers of veterans who own United 
States savings bonds that are being 
held by the Treasury for “safekeep- 
ing.” 1! GAO had recommended at the 
hearings that the potential of using 
veterans’ publications to locate these 
veterans be explored. 


Pesticide Market Surveillance 
Program 


Baltas E. Birkle, deputy director, 
Resources and Economic Development 
Division, appeared on August 9 before 
the Subcommittee on the Environment 
of the Senate Commerce Committee to 
discuss the results of a review of the 
Environmental Protection Agency’s 
pesticide market surveillance program. 

It was concluded that consumers 
have not been adequately protected 
from defective pesticides. 


Among other things, GAO recom- 
mended that the Administrator of EPA 
devise a more effective sampling pro- 
gram to insure adequate coverage of 
pesticides being marketed. It was also 
recommended that EPA take steps to 
determine the effective life of decom- 
posable pesticides, require that expira- 
tion dates be included on the labels of 
such pesticides, and require that the 
public be provided with certain addi- 
tional safeguards against unsafe and 
ineffective pesticides. (Other partici- 
pants: Crowley, Linz, Higgins, Gen- 
tile, and Griffith) 


1 Congressional Record, Vol. 120 (October 
16, 1974), p. H10641. 
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United States Postal Service 
Procurement and 
Contracting Activities 


At hearings before the Subcommit- 
tee on Postal Facilities, Mail and La- 
bor Management of the House Post 
Office and Civil Service Committee on 
August 12, Victor L. Lowe, director, 
General Government Division, dis- 
cussed procurement and contracting 
activities of the Postal Service, includ- 
ing how the Service is organized to 
conduct its procurement affairs. The 
procurement of three pieces of letter 
mail processing equipment—the air 
culler, the advanced facer-canceller, 
and the advanced optical character 
reader—intended to further the mech- 
anization of postal operations and re- 
duce labor costs was discussed in de- 
tail. (Other participants: Landicho, 
Anderson, Messinger, Black, Gal- 
lagher, and Blair) 


Office of Federal Contract 
Compliance Equal Employment 
Enforcement Activities 


On September 11, Gregory J. Ahart, 
director, Manpower and Welfare Divi- 
sion, appeared before the Subcommit- 
tee on Fiscal Policy of the Joint Eco- 
nomic Committee to discuss 
information developed to date in a re- 
view of the administration of the La- 
bor Department’s nonconstruction 
Federal contract compliance program. 

The review is being directed toward 
an evaluation of compliance agencies’ 
efforts in implementing Office of Fed- 
eral Contract Compliance guidelines 
for conducting compliance reviews 
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and complaint investigations, applica- 
tion of enforcement measures available 
to the compliance agencies, OFCC’s 
guidance to Federal agencies assigned 
compliance review responsibility for 
nonconstruction contractors, and the 
coordination of compliance review and 
complaint investigation activities be- 
tween OFCC and the Equal Employ- 
ment Opportunity Commission. (Other 
participants: Curtis, Peck, Cox, and 


Fitzgerald) 


Nursing Facilities Fire Safety 


On August 27, the Special Studies 
Subcommittee of the House Govern- 
ment Operations Committee held a 
hearing at Seattle, Washington, on fire 
safety in federally funded skilled nurs- 
ing facilities in Washington. 

Phillip A. Bernstein, Seattle re- 
gional manager, discussed the results 
of a review to determine the extent to 
which federally funded skilled nursing 
facilities in Washington were correct- 
ing deficiencies of 14 major Life 
Safety Code requirements previously 
identified during State inspections. 


National Ocean Policy Study 


Monte Canfield, Jr., director, Office 
of Special Programs, presented a state- 
ment on September 28 before the Sen- 
ate Commerce Committee on the pro- 
posed development of the Outer 
Continental Shelf off the coast of Cali- 
fornia. 


Mr. Canfield pointed out that the 
pressure to develop new OCS supplies 
can be lessened by conservation prac- 
tices which act to decrease demand or 
hold it constant. The kinds of analysis 
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expected to be undertaken under the 
Coastal Zone Management Act of 1972 
and the National Environmental Pol- 
icy Act of 1969 are precisely the kinds 
of analysis which must be made if 
intelligent decisions are to be made 
regarding OCS leasing. 


United States Voluntary 
Foreign Aid Program 


James A. Duff, associate director, 
International Division, appeared be- 
fore the Subcommittee on Children 
and Youth of the Senate Labor and 
Public Welfare Committee on October 
10, to discuss an examination made of 
the relationship between the Agency 
for International Development Advi- 
sory Committee on Voluntary Foreign 
Aid and selected voluntary aid agen- 
cies it has registered. The examination 
was made to determine whether the 
Committee’s registration and compli- 
ance activities are effectively protect- 
ing the children assisted by voluntary 
agencies and the American public that 
supports these agencies with their con- 
tributions. (Other participants: Wohl- 
horn, Binetti, and Bowlin) 


National Stockpile Disposals 


The Fall 1974 issue of The GAO 
Review reported on the hearing on 
this general subject on May 16 before 
Subcommittee No. 3 of the House 
Armed Services Committee at which 
Werner Grosshans, associate director, 
Logistics and Communications Divi- 
sion, testified. The correct list of other 
GAO participants in the hearing is: 
Messrs. Smarrelli, Wilson, and Fitz- 
gerald and Mrs. Virbick. 
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GAO STAFF CHANGES 


William D. Martin, Jr. 


William D. Martin, Jr., was designated director, Office of Staff Develop- 
ment, effective November 4, 1974. From September 1973 until his new appoint- 


ment, he served as deputy director for operations in the Manpower and Welfare 
Division. From 1971 to his 1973 appointment in MWD, he served as the direc- 
tor of the Organization and Management Planning Staff, Office of Administra- 
tive Planning and Services. Prior to that he had varied experience in the Civil 
Division and the International Division. He joined GAO in 1959. 

Mr. Martin served in the U.S. Army from 1953 to 1955. He received a bache- 
lor of business administration degree with a major in accounting from Wake 
Forest College in 1959 and a master of science degree in financial management 
from The George Washington University in 1971. He attended the Advanced 
Management Program at Harvard Business School in 1974. 

He is a CPA (Virginia) and a member of the American Institute of CPAs 
and the National Association of Accountants. He received the GAO Career 
Development Award in 1968. ; 
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GAO STAFF CHANGES 


Harry S. Havens 


Harry S. Havens was designated director, Office of Program and Budget 
Analysis, effective October 13, 1974. The responsibilities of this new office will 
center on providing analysis in support of the congressional budget process. 


Mr. Havens served in the U.S. Navy from 1957 to 1964 and with the Bureau 
of the Budget (now Office of Management and Budget) from 1964 to 1974. Be- 
fore coming to GAO, he was deputy chief of the Human Resources Division of 
OMB and chief of the Income Maintenance Branch. 

Mr. Havens graduated from Duke University in 1957 with a B.A. degree in 
economics. He attended Oxford University in England from 1957 to 1959 as a 
Rhodes Scholar, receiving a B.A. degree in politics and economics in 
1959 and an M.A. degree in 1963. 
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Dennis J. Dugan 


Dennis J. Dugan was designated associate director to head the economic analy- 
sis staff of the Office of Program and Budget Analysis, effective September 5, 


1974. 

For 314 years before coming to the General Accounting Office, Dr. Dugan 
was Chairman of the Department of Economics at the University of Notre Dame. 
He joined the Notre Dame faculty in 1966. 

In his 8 years at Notre Dame, Dr. Dugan taught undergraduate and graduate 
courses. His areas of specialization are macroeconomics and econometrics. He 
served as Associate Chairman and Director of the Seminar Program during 
those 8 years. Dr. Dugan also served on numerous college and university coun- 
cils and committees. 

Dr. Dugan, a Phi Beta Kappa, holds a B.S. degree in mathematics from 
Creighton University and a Ph.D. degree in economics from Brown University 
where he was a Woodrow Wilson Fellow and a Ford Fellow. In 1968 and 1969, 
Dr. Dugan was an Economic Policy Fellow at the Brookings Institution in 
Washington, D.C. 
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Walter L. Anderson 


Walter L. Anderson was appointed associate director in the Financial and 
General Management Studies Division, effective September 3, 1974, where he 
will be responsible for automatic data processing activities. 

Mr. Anderson joins GAO after many years in the computer field in private 
industry. He worked for Engineering Research Associates from 1946 to 1955, 
first as an electronics engineer designing memory systems and later as an appli- 
cations engineer for new systems. This firm was taken over by Remington Rand 
which continued its work in development of the Univac 1101 to 1108 series of 
computers. Since 1955, Mr. Anderson has been with General Kinetics, Inc., a 
local firm in the computer and related fields, rising to the position of president 
of the company. He also served terms as corporate director, Computer Test 
Corporation, National Instruments Laboratories, Inc., and Food Technology 
Corporation. 

Mr. Anderson has been active in professional societies in the computer field 
for 20 years. He is the immediate past president of the American Federation of 
Information Processing Societies, Inc. He also served as National Chairman of 
the Computer Group of the Institute of Electrical and Electronics Engineers. 

Mr. Anderson has two degrees—master of science in electrical engineering 
and bachelor of electrical engineering—from the University of Minnesota. After 
specialized training at Bowain College and M.I.T., he served as an electronics 
officer in the Navy from 1944 to 1946. 
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GAO STAFF CHANGES 


James P. Oliver 


James P. Oliver was designated deputy director for Congressional Informa- 
tion Services in the Division of Financial and General Management Studies, 
effective October 9, 1974. He will be responsible for carrying out the Division’s 


assignments under the Legislative Reorganization Act of 1970, as amended by 
the Congressional Budget and Impoundment Control Act of 1974: 

Mr. Oliver has been serving as assistant to the deputy director for financial 
management with responsibility for directing GAO cooperative work with the 
Department of Defense and a number of civil departments and agencies in the 
development of their accounting systems and in evaluating their statements of 
accounting principles and standards and accounting systems designs for ap- 
proval by the Comptroller General. Mr. Oliver was previously assistant director- 
in-charge of the GAO financial management staff assigned to the Department of 
Defense. 

Mr. Oliver is a graduate of the University of Kentucky, attaining B.A. (honors 
in history) and M.A. degrees. He was a fellow and graduate assistant in eco- 
nomic history at the university. He also attended the University of Florida, Har- 
vard University, and The George Washington University for specialized courses. 

Mr. Oliver joined the staff of the General Accounting Office in 1968, upon 
retirement as a Commander in the United States Navy. In the Navy he served 
in a number of posts involving budgeting, accounting, and auditing responsi- 
bilities. 
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GAO STAFF CHANGES 


Other Staff Changes 


New Assistant Directors 


Office of Special Programs 


Arthur T. Andersen 
Carl F. Bogar 
William E. Gahr 


Office of Personnel Management 


Jack D. Arnold 


Financial and 
General Management Studies Division 


John J. Reck 


Lawrence R. Sullivan 


General Government Division 


Bernard A. Brady 
Thomas R. Colan 
Ronald L. Wiggins 


International Division 
Harry R. Finley 
Ralph E. Stansbury 


Logistics and Communications Division 


Joseph M. Kelly 
Robert E. McGarrah 


Manpower and Welfare Division 


Carl R. Fenstermaker 
James E. Kelly 
Joe E. Totten 


Procurement and 
Systems Acquisition Division 


Dieter H. Schwebs 


Resources and 
Economic Development Division 


Gerald H. Elsken 
Charles O. Smith 


New Assistant Regional Managers 


Washington 


Val J. Bielecki 
George D. Gearino 


New Senior Attorneys 


Donald L. Glass 
James K. Scarborough 
Ronald Wartow 


Other Designations 


Office of the Comptroller General 


Herbert N. Jasper—special 
assistant to Assistant 
Comptroller General Hughes 


Office of Personnel Management 


Ashton C. Morris—special 
assistant to director 


Retirements 


Philadelphia 
Milton H. Harvey—assistant 
regional manager 
Seattle 
Charles L. Perry—assistant 


regional manager 
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Office of the Comptroller General 


The Comptroller General, Elmer B. 

Staats, addressed the following 

groups: 
Aspen Institute for Humanistic 
Studies, Executive Seminar, Aspen, 
Colo., on “Industry-Government Ex- 
change of Views in Social Account- 
ing,” August 31. 
Government Information Organiza- 
tion meeting, Washington, D.C., on 
“GAO, Federal Agencies, and Their 
Public Relations,” September 25. 
The Financial Management Institute 
of the Public Service of Canada 
(joint meeting of the members of 
the Financial Management Institute 
and professional staffs of the Office 
of Auditor General and the Audit 
Services Bureau), Ottawa, Canada, 
on “Recent Developments in Finan- 
cial Management in the United 
States,” September 26. 


Forces’ students in modern govern- 
ment management, Washington, 
D.C., on “Accountability in Govern- 
ment Management,” October 10. 

University of Virginia McIntire 
School of Commerce, Accounting 
Forum, Charlottesville, Va., on “Im- 
portance of Program Evaluation as 
an Aspect of Auditing,” October 16. 


AICPA National Conference on 
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Federally Assisted Programs, Wash- 
ington, D.C., on “GAO Standards 
for an Expanded Scope Audit,” 
October 29. 


American Bar Association/National 
Contract Management Association 
Workshop on Cost Accounting 
Standards, Washington, D.C., on 
“Cost Accounting Standards,” 
October 31. 


Georgia State University Depart- 
ment of Political Science Distin- 
guished Speakers Series on Public 
Affairs Issues, Atlanta, Ga., on “The 
Impact of Congressional Reorgani- 
zation and Budgeting on the Execu- 
tive Branch,” November 11. 


Naval Postgraduate School Banner- 
man Lecture Series, Monterey, 
Calif., on “Congressional Budget 
Reform: What Are Its Prospects?” 
November 12. 


Following are recently published ar- 
Industrial College of the Armed _ ticles of the Comptroller General: 


“Revenue Sharing: A New Chal- 
lenge for the Auditing Profession,” 
The Internal Auditor, Journal of the 
Institute of Internal Auditors, 
March-April 1974. 


“Challenges and Problems in the 
Evaluation of Governmental Pro- 
grams,” Interfaces (The Institute of 
Management Sciences), Vol. 5, No. 
1, November 1974. 


87 





PROFESSIONAL ACTIVITIES 


Assistant Comptroller General E. H. 
Morse, Jr., spoke on the “Impact of 
Management Auditing” on October 7 
at the Rocky Mountain Area Confer- 
ence of the Institute of Internal Audi- 
tors in Denver, Colo. 


Mr. Morse also discussed new GAO 
responsibilities under the Congres- 
sional Budget and Impoundment Con- 
trol Act of 1974 at a seminar spon- 
sored by the Federal Government 
Accountants Association in Washing- 


ton, D.C., on October 9. 


An article by Mr. Morse entitled 
“The Challenge to Federal Accoun- 
tants in Improving Congressional Con- 
trol of the Budget” appeared in the 
September 1974 issue of The Federal 


Accountant. 


A. T. Samuelson, Assistant Comp- 
troller General, addressed the Chicago 
chapter, Federal Government Accoun- 
tants Association, on “The Accountant 
in an Era of Distrust,” September 19. 


Office of the General Counsel 


Paul G. Dembling, general counsel: 


Participated in the Federal Bar As- 
sociation annual meeting, September 


3-6. 


Spoke before the Western Briefing 
Conference on Government Con- 
tracts on “Cost Escalation and the 
GAO” in San Francisco, October 7. 


Spoke before the Aerospace Indus- 
tries Association on “The New Role 
of the GAO in Federal Reporting” 


in San Francisco, October 10. 


Spoke on “Administrative Law and 
the GAO” before students in admin- 
istrative law at The National Law 
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Center, The George Washington 
University, October 16. 

Spoke on “The Service Contract Act 
as Viewed by GAO” before the an- 
nual meeting of the National Associ- 
ation of Service Contractors, No- 
vember 6. 

Participated in the annual meeting 
of the National Association for Pub- 
lic Administration, November 7-8. 
Paul Shnitzer, 

counsel: 


associate general 


Spoke on “Misuse of Proprietary 
Data—What Remedies Are Availa- 
ble in GAO” before the Government 
Patent Lawyers Association, 
October 22. 


Spoke on “Government Practices 
and Other Reasons for Protests in 
Competitively Negotiated Sophisti- 
cated Procurements” before the 
Fort Monmouth area chapter of the 
National Contract Management As- 
sociation and the Armed Forces 
Communications and Electronics As- 
sociation, October 24. 


Seymour Efros, assistant general 
counsel: 


Spoke at a Conference on Bidding 
and Auctioning for Procurement 
and Allocation on “General Prob- 
lems of Government Contractors” at 
New York University, October 23. 


Spoke on “Negotiated Procurements 
and Problems of Cost Escalation” 
before the 17th Procurement Con- 
ference of the Government Con- 
tracts Association in Detroit, No- 
vember 13. 


Robert H. Rumizen, assistant gen- 
eral counsel, spoke on “Current GAO 
Reaction to Affirmative Action Re- 
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quirements in Advertised Procure- 
ments” before the Defense Advanced 
Procurement Management Course, at 
Fort MacArthur, Long Beach, Calif., 
October 30. 


Alan Saltman, attorney-adviser, 
spoke on “New Developments in 
Architect and Engineering Procure- 
ments” before the American Bar Asso- 
ciation Public Contracts Law Section 
Seminar at Villanova Law School in 
Philadelphia, September 27. 


Office of Congressional Relations 


Martin J. Fitzgerald, legislative at- 
torney, discussed the role of the Gen- 
eral Accounting Office at a congres- 
sional briefing conference sponsored 
by the Civil Service Commission on 
October 1; the participants at the con- 
ference were career officers and civil- 
ian employees of the Department of 
the Army. 


Office of Special Programs 


Monte Canfield, Jr., director, partic- 
ipated as an advisor at the Massachu- 
setts Institute of Technology workshop 
on Alternative Energy Strategies on 
October 3. He spoke about the scena- 
rio methodology he developed for the 
Energy Policy Project of the Ford 
Foundation. 


Office of Personnel Management 


Leo Herbert, director, gave a talk at 
Louisiana Tech University, Ruston, 
La., on “Improving Management in 
the Federal Government,” September 


5. 
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Mr. Herbert also spoke at a panel 
on Consumerism and Public Service at 
the College Public Agency Council 
meeting of the New York region of the 
U.S. Civil Service Commission in New 
York on October 24. 


Federal Personnel and 
Compensation Division 


Forrest R. Browne, director, ad- 
dressed the Biennial National Conven- 
tion of Federal Employees in Miami 
Beach, Fla., on September 11. He dis- 
cussed “The Role of GAO in Congres- 
sional Oversight of Matters Relating 
to the Federal Work Force.” 


David P. Sorando, deputy director, 
spoke at the Executive Seminar Cen- 
ter, Oak Ridge, Tenn., on “The Evolv- 
ing Role of GAO in Evaluating Fed- 
eral Programs,” September 17. 


Financial and General 
Management Studies Division 


Donald L. Scantlebury, director: 
Spoke at a meeting of the Auditor- 
General of Canada and the Provin- 
cial Auditors of Canada, at Regina, 
Saskatchewan, September 9. His 
subject was “Government Audit- 
ing—The State of the Art in the 
U.S.A.” He also spoke at the annual 
meeting of the Canadian Institute of 
Chartered Accountants on Septem- 
ber 14 as part of a panel which 
included J. J. MacDonell, Auditor- 
General of Canada. The panel’s sub- 
ject was “New Frontiers in Govern- 
ment Auditing.” Mr. Scantlebury’s 
presentation dealt with auditing for 
economy and effectiveness. 





PROFESSIONAL ACTIVITIES 


Spoke on “GAO’s Approval and Au- 
dit of Accounting and Payroll Sys- 
tems” at the Annual Information 
Exchange Program of the Com- 
manders’ Conference, Department of 
Defense, in Cleveland, Ohio, on 
October 2. 

Was guest speaker at the Army Ma- 
teriel Command Comptroller Confer- 
ence on October 24. His topic was 
“Audit Standards and Professional- 
ism.” 

Addressed the American Institute of 
Certified Public Accountants Na- 
tional Conference on Federally As- 
sisted Programs in Washington, 
D.C., on October 29. He spoke on 
“Efforts in Implementing GAO’s 
Standards for Audit of Governmen- 
tal Organizations, Programs, Activi- 
ties and Functions.” 


Fred D. Layton, deputy director: 
Discussed GAO financial manage- 
ment work at the Department of De- 
fense Seminar, Fredericksburg, Va., 
October 1. 
Spoke on the GAO audit standards 
at the 4th Annual Virginia Account- 
ing and Auditing Conference, 
Blacksburg, Va., October 22. 
Richard W. Maycock, deputy direc- 
tor, was elected a member of the 
Board of Directors of the Washington 
chapter of the Federal Government 
Accountants Association. 


Keith E. Marvin, associate director: 


Appeared as cochairman of a dis- 
cussion on program effectiveness 
measures at the annual conference 
of the Government Research Associ- 
ation, Legislative Program Evalua- 
tion Section, Boston, Mass., August 


27. 


Appeared on a panel on research 
versus decision requirements and 
best practices evaluation at a con- 
ference on Social Program Evalua- 
tion, ABT Associates, Inc., in Cam- 
bridge, Mass., September 23-24. 

Presented a paper entitled “Getting 
Involved in Analysis Needed by the 
Congress of the United States” at 
the joint national conference of the 
Operations Research Society of 
America and The Institute for Man- 
agement Science, San Juan, Puerto 


Rico, October 16-18. 
Participated with Odille Hansen, 


program analyst, in a workshop on 
legislative program performance re- 
view sponsored by the Comparative 
Development Studies Center in Al- 


bany, N.Y., October 25-26. 


James L. Hedrick, assistant director, 
and Joseph F. Delfico, operations re- 
search analyst, appeared as guest lec- 
turers at the Public Executive Project 
Seminar on “Assessing Program Effec- 
tiveness” given by the Graduate 
School of Public Affairs, State Univer- 
sity of New York at Albany, October 
24. 

Wallace M. Cohen, assistant direc- 
tor, spoke on “GAO and Program 
Evaluation” before the Federal Execu- 
tive Institute of the U.S. Civil Service 


Commission, Charlottesville, Va., on 
October 4. 


Mortimer A. Dittenhofer, assistant 
director: 


Presented a paper on August 15 in 
Albuquerque, N.M., on “New Devel- 
opments in State Auditing” at the 
annual meeting of the National Leg- 
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islative Conference, Post Auditor’s 
Section. 


Presided at a joint meeting on Au- 
gust 20, in Chicago, of the Institute 
of Internal Auditors Committees on 
Education and on Government and 
Public Affairs for the purpose of 
establishing a training seminar for 
State and local governmental audi- 
tors. 


Was awarded a Ph.D. degree in 
business administration on August 
23 by the American University, 
Washington, D.C. His dissertation 
was “The Development of Account- 
ing Principles for State Govern- 
ment.” 


Gave a talk on “The Auditing of the 
Management Processes,” on Septem- 
ber 16 to the Huntsville, Alabama, 
Chapter of the National Association 
of Accountants. 


Spoke on “Internal Auditing Under 
the Audit Standards” on September 
18 to the Chicago Chapter of the 


Institute of Internal Auditors. 


Presented two talks on “Auditing 
Management Information Systems,” 
one in Chicago on September 24 
and another in New York City on 
October 22 for a New York Univer- 
sity Seminar on Government Finan- 
cial Management. 


Presented two talks to the South- 
western Conference of the Institute 
of Internal Auditors on September 
26 in Phoenix. One talk was on the 
“Background of the Audit Stand- 
ards”; the other was on “The Au- 
diting of the Management Proc- 
esses.” While in Phoenix, a talk on 
the audit standards was given to the 
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Arizona Governors Commission on 
Planning. 


Gave a presentation on “The Audit- 
ing of the Management Processes” 
to the Southeast Conference of the 
Institute of Internal Auditors on 
October 24 in Atlanta. 


Ernest H. Davenport, assistant di- 
rector: 


Participated in a Forum on Per- 
formance and Managerial Auditing 
at the National Association of Re- 
gional Councils in Dallas on Sep- 
tember 9. 


Attended the 60th Annual Confer- 
ence of the International City Man- 
agement Association, October 13- 
15, 1974, in Dallas, and served as a 
panelist at a session on “Perform- 
ance Auditing Revisited.” 


Otis C. Luttrell, supervisory auditor, 
spoke on the audit standards to the 
Region Three, U.S. Department of 
Transportation Audit Workshop Con- 
ference for State and Federal Auditors 
in Baltimore, Md., on October 16. 

Kenneth Pollock, assistant director, 
served as program chairman and was 
instrumental in the organization of the 
first annual seminar of the National 
Capital Area chapter of the EDP Aud- 
itors Association, held in Springfield, 
Va., on September 24. George Sotos, 
assistant director, spoke on “What 
Auditors Are Learning in Order to 
Meet Their Challenge.” 


Harry J. Mason, Jr., assistant direc- 
tor, presented a paper on “Ways to 
Improve the Productivity of Federal 
Computers” at the 1974 Engineering 
Foundation Conference in Rindge, 
N.H., on July 31. 
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Kenneth W. Hunter, assistant direc- 
tor, addressed the Agency Manage- 
ment Officers Group on 
October 26 on the “Congressional 
Budget Act of 1974—Why the 
Changes Were Made.” 


James K. Kardokus, supervisory 
management analyst, discussed GAO’s 
new responsibilities under the 
Congressional Budget and Impound- 
ment Control Act of 1974, at the Fed- 
eral Government Accountants Associa- 
tion Alexandria, Va., 
October 1. He also participated as a 
panelist at the FGAA Seminar, Wash- 
ington, D.C., on October 9. 


Analysis 


Seminar, 


Earl M. Wysong, Jr., assistant di- 
rector, addressed the Central Intelli- 
gence Agency’s Information Science 
for Financial Management class on the 
role of computers in auditing in Wash- 
ington, D.C., November 4. 


Charles R. Brown and Paul S. Be- 
noit, supervisory computer systems an- 
alysts, addressed the Seminar on Fi- 
nancial Management in ADP for the 
Civil Service Commission, Washing- 
ton, D.C., on “ADP in Financial Sys- 
tems: GAO’s Role in Perspective,” 
September 23. 


Heber D. Bouland, operations re- 
search analyst, was elected corre- 
sponding secretary of the Association 
for Public Program Analysis. 


Erwin W. Bedarf, supervisory psy- 
chologist, chaired a panel discussion 
entitled “The Economics of Informa- 
tion Utilization in the Behavioral and 
Social Sciences” at the 37th Annual 
Meeting of the American Society for 
Information Science in Atlanta, Ga., 


on October 14. 
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Joint Financial Management 
Improvement Program 


Donald C. Kull, executive director, 
Joint Financial Management Improve- 
ment Program, addressed the follow- 
ing groups on “The Report on Federal 
Productivity—FY 1967-1973”: 

The National Association of State 

Budget Officers’ Conference in Jack- 

son, Wyoming, on August 7. 

The Select Committee on Federal- 

State Affairs, Pennsylvania House 

of Representatives, on August 20. 

The Federal Executive Institute in 

Charlottesville, Virginia, on October 

10. 

The American Institute of Indus- 

trial Engineers in Hershey, Pennsy]- 

vania, on October 17. 

Mr. Kull participated in a panel dis- 
cussion on “Systems of Reporting Pro- 
gram Performance” at the National 
Capital Area chapter of the American 
Society for Public Administration in 
Washington, D.C., on November 14. 


General Government Division 


Victor L. Lowe, director, addressed 
the following groups: 
Post-Auditor Meeting, National Leg- 
islative Conference, in Albuquerque, 
N.M., on “Intergovernmental Rela- 
tions Role of GAO’s General Gov- 
ernment Division and Current Ac- 
tivities,” August 15. 


The graduating class of postal in- 
spectors on the “Value of Audit in 
Improving Agency Operations,” Au- 
gust 30, in Washington, D.C. 

State-wide seminar entitled “Reve- 
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nue Sharing and You, and its Ac- 
countability” sponsored by the 
Cleveland chapters of the National 
Association of Accountants, the 
Ohio Society of CPAs, the Federal 
Government Accountants Associa- 
tion, and Region III of the State of 
Ohio Intergovernmental Personnel 
Act Program, October 17, in Cleve- 
land, Ohio. 

Albert M. Hair, Jr., assistant direc- 

tor: 

Addressed the San Francisco chap- 
ter of FGAA on “Evaluating Reve- 
nue Sharing,” on September 17. 
Along with Bill W. Thurman, super- 
visory auditor, participated as a 
panelist in two sessions of a confer- 
ence on revenue sharing sponsored 
by the National Civil Service Lea- 
gue and the National Association of 
Counties, Washington, D.C., Sep- 
tember 23. 


Participated in a study conference 


on substate regionalism sponsored 
by the Office of Management and 
Budget and the National Academy 
for Public Administration, Wash- 
ington, D.C., September 27-28 and 
November 11-12. 


Represented GAO at the annual con- 
ference of the International City 
Management Association, Dallas, 
Tex., October 14-17. 

Stephen J. Varholy, assistant direc- 
tor, addressed the Financial Manage- 
ment Workshop on Federal Grant Pro- 
grams sponsored by GSA and OMB in 
Seattle, September 23, 24; San Diego, 
September 26, 27; New York, October 
24; and Philadelphia, October 31. 


GAO Review/Winter ’75 


PROFESSIONAL ACTIVITIES 


International Division 


J. Kenneth Fasick, director, pre- 
sented the “Role of the General Ac- 
counting Office” to the senior adminis- 
trative officials of the Department of 
State on November 6. This was the 
first in a series of presentations de- 
signed to acquaint high-level State De- 
partment officials with the purposes, 
functions, and services of GAO. Louis 
W. Hunter, associate director, and Jo- 
seph E. Kelley and Harry R. Finley, 
assistant directors, accompanied Mr. 
Fasick. 


Frank C. Conahan, director, Euro- 
pean Branch, participated in the 2d 
Jerusalem Conference on Accountancy 
sponsored by the Institute of Certified 
Public Accountants in Israel, October 
28-31. In speaking at the opening ses- 
sion of the conference, Mr. Conahan 
extended the greetings of the Comp- 
troller General of the United States to 
the 750 participants from Israel and 
15 other nations. 


Thomas R. Brogan, assistant direc- 
tor, was the GAO representative in the 
U.S. delegation to the World Food 
Conference held in Rome November 
4-16. Mr. Brogan attended the work- 
ing sessions of the U.S. delegation and 
the conference discussions. 


Logistics and Communications 
Division 


Werner Grosshans, associate direc- 
tor, served as instructor for two 
courses on program evaluation pre- 
sented by the Interagency Auditor 
Training Center. They were conducted 


in Bethesda, Md., September 23-24 
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and in the Virgin Islands, November 
25-27. 

Charles R. Comfort, assistant direc- 
tor, participated as guest lecturer at 
the Defense Advanced Traffic Manage- 
ment Course, U.S. Army Transporta- 
tion School, Ft. Eustis, Va., September 
ii, 


Manpower and Welfare Division 


Gregory J. Ahart, director: 


Participated in the conference on 
social experimentation sponsored by 
the Social Science Research Coun- 
cil, New York City, at Squam Lake, 
Holderness, N.H., on August 18-21. 


Addressed the Executive Seminar, 
Executive Seminar Center, Kings 
Point, N.Y., on September 18. Sub- 
ject: “Evaluating Public Program 
Outcomes.” 


Participated in the National Social 
Programs Evaluation Conference 
sponsored by ABT Associates, Inc., 
Cambridge, Mass., on September 
23-24. 

Morton E. Henig, associate director, 
and William A. Gerkens, supervisory 
auditor, addressed the HEW Region V 
Conference of Trio Program Directors 
on the GAO report entitled “Problems 
of the Upward Bound Program in Pre- 
paring Disadvantaged Students for a 
Postsecondary — Education” (B- 
164031(1), Mar. 7, 1974). The con- 
ference was held on November 6 at 
Lake Geneva, Wis. 

Matthew R. Solomon, supervisory 
auditor, participated in a panel discus- 
sion at the Annual Conference of State 
Welfare Finance Officers which was 
held in Oklahoma City, Okla., on 
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October 22. The panel, which dis- 
cussed Federal audit agencies’ roles 
and relationships, included representa- 
tives from the HEW Audit. Agency 
and the financial management staff of 


the Social and Rehabilitation Service, 
HEW. 


Procurement and Systems 
Acquisition Division 


Jerome H. Stolarow, deputy direc- 
tor: 

Spoke on “GAO-DOD Relation- 
ships” to the students of a class of 
the Professional Military Comptrol- 
ler Course, Air University, Maxwell 
Air Force Base, Ala., September 27. 
Spoke on “GAO Reviews of Weap- 
ons Systems” to members of the Ex- 
ecutive Refresher Course, Defense 
Systems Management School, Fort 
Belvoir, September 24. 


Spoke on the same subject to mem- 
bers of the Systems Acquisition for 
General and Flag Officers Course at 
the Defense Systems Management 
School, Fort Belvoir, on October 23. 


Participated in the DOD Cost Sym- 
posium on “Information Needs of 
the Congress” at Warrenton on Sep- 
tember 23. 


John F. Flynn, associate director, 
attended the Brookings Institution 
Conference for Senior Executives on 
Public Policy Issues at Virginia Beach, 
October 6-18. 

Joseph C. Bohan, assistant director, 
spoke on the role of GAO in major 
weapons systems acquisitions at the 
Navy Logistics School, Washington, 
D.C., on September 18. 
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C. William Moore, supervisory audi- 
tor, who was formerly Director of Spe- 
cial Activities in the Washington chap- 
ter of the National Association of 
Accountants, has been named Director 
of Manuscripts in the announced 
changes in the Association’s Board of 
Directors for the remainder of the 
1974-75 chapter year. Lucille B. Per- 
holtz, of the Office of Energy and Spe- 
cial Projects, was named Director of 
Special Activities to replace Mr. 
Moore. These changes were prompted 
by the retirement of Max A. Neuwirth, 
associate director in the General Gov- 
ernment Division, who had served as a 
member and Vice President of the 
NAA Board of Directors for several 
years. 

R. Stanley LaVallee, operations re- 
search analyst, gave a paper entitled 
“Technological Forecasting Applied to 
Research and Development Strategy— 
Future Procurement,” at the Joint 
Operations Research Society of Amer- 
ica and the Institute of Management 
Sciences meeting at San Juan, Puerto 
Rico, October 16 and 17. Charles A. 
Kezar, operations research analyst, 
presented a paper entitled “Employ- 
ment Increases as Measures of Benefits 
from Federal Programs” at the same 
meeting. Mr. LaVallee also presented a 
paper entitled “How the Legislative 
Branch Looks at Air Defense” at the 
34th Military Operations Research So- 
ciety meeting at Fort Eustis, Va., De- 
cember 3-5. John J. D’Esopo, opera- 
tions research analyst, presented a 
paper entitled “The State of 
Operations Research in the Federal 
Government” at the same meeting. 
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Resources and Economic 
Development Division 


Henry Eschwege, director, was the 
brunch speaker on November 3 at a 
meeting of the faculty and students at 
American University, the School of 
Business Administration, in Washing- 
ton, D.C. His topic was the expanding 
role of accountants. 

Brian P. Crowley, assistant director, 
addressed an Environmental Protec- 
tion Agency training class of new em- 
ployees on September 11. He discussed 
GAO’s responsibilities and GAO’s au- 
dits of EPA activities. 

Frank V. Subalusky, assistant direc- 
tor, was elected Director of Member- 
ship Attendance for the National Asso- 
ciation of Accountants. He also 
received an award on October 16 as 
one of the top ten members of NAA 
for 1973-1974. 

Charles Riche, supervisory auditor, 
participated in a meeting on July 25 
in Richmond, Va., held by the Vir- 
ginia State Water Control Board, to 
discuss efforts of Federal agencies in 
flood plain management studies and 
the relationship of Federal agencies’ 
efforts to Virginia’s needs. Mr. Riche 
and Ronald Maccaroni of the Norfolk 
regional office discussed the scope of 
the GAO review of a unified national 
program for reducing flood losses. 


Transportation and Claims 
Division 

T. E. Sullivan, director, addressed 
the Association of American Railroads 


in Montreal, Canada, October 2-3, on 
the proposed transfer of the transpor- 
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tation audit function from GAO, re- 
vised transportation documents, and 
other matters of mutual interest identi- 
fied in the audit of carriers’ bills. 


C. C. Loomis, chief, motor audit 
branch, spoke at the Defense Advanced 
Traffic Management Class, Ft. Eustis, 
Va., September 11, and at the US. 
Naval Transportation Management 


School, Oakland, Calif., November 12. 


J. R. Nicholson, supervisory traffic 
management specialist, participated in 
a panel presentation to the Federal 
Government Accountants Association 
on implementation of the Joint Agency 
Transportation Study recommenda- 
tions, Washington, D.C., October 9. 

P. F. Dinsmore, supervisory traffic 
management specialist, conducted a 
seminar session at the Analysis of In- 
ventory Control and Logistics Man- 
agement course, Philadelphia, Pa., 


October 23. 


W. F. McDade, supervisory trans- 
portation specialist, addressed the sem- 
iannual meeting of the Revenue Ac- 
counting Committee, Air Transport 
Association, Los Angeles, Calif., Sep- 
tember 17. 


Field Operations Division 


Paul M. Foley, assistant regional 
manager, Boston, spoke September 7 
before the 26th Annual Conference of 
the New England Municipal Finance 
Officers’ Association at Bretton 
Woods, N.H. His subject was “GAO 
Audits of Revenue Sharing and GAO 
Standards for Audit of Governmental 
Activities.” Stephen P. Bracci, super- 
visory auditor, assisted Mr. Foley dur- 
ing the question and answer period. 


On October 16, Clement F. Prei- 
wisch, audit manager, Chicago, spoke 
before the Madison, Wis., chapter of 
FGAA on “The Organization of the 
Midwestern Intergovernmental Audit 
Forum.” 


W. H. Sheley, Jr., regional manager, 
Dallas, spoke at the Southwest Area 
Conference of the Institute of Internal 
Auditors in San Antonio on August 
22. His topic was “Performance Au- 
diting—What Is It?” 

D. H. Dekker, Paul C. deLassus, 
and J. J. Jodon, assistant regional 
managers, Dallas, hosted two groups 
of Beta Alpha Psi graduate and under- 
graduate students from The University 
of Texas at the office on September 26. 
Their trip was arranged to learn more 
about GAO activities and operations. 

Mr. deLassus discussed the respon- 
sibilities and functions of GAO at a 
luncheon meeting of the Dallas Red 
Bird Lions Club on August 27. 

Francis Langlinais, supervisory 
auditor, Dallas, instructed a 3-day 
Civil Service Commission course enti- 
tled “ADP and the Accounting Func- 
tion,” in Dallas, in August. He pre- 
sented a series of lectures covering 
accounting and the automated com- 
puter system, computerized accounting 
applications, and accounting trends in 
the computer field. 

Irwin M. D’ Addario, regional man- 
ager, Denver, spoke on auditing stand- 
ards in a seminar on Federal and. 
State Grant Funds, Accountability, 
Auditing, and Coordination. The semi- 
nar was part of the 1974 Rocky Moun- 
tain Area Conference of the Institute 
of Internal Auditors held in Denver in 
October. 
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Edgar L. Hessek, audit manager, 
Denver, presided over a general ses- 
sion of the 1974 Rocky Mountain 
Area Conference of the Institute of 
Internal Auditors on October 7. Mr. 
Hessek spoke to the Arizona Depart- 
ment of Economic Planning and De- 
velopment, September 26, on GAO’s 
review of social services. 

George D. Doyle, audit manager, 
Denver, spoke to the Governmental 
Accounting Committee of the Colorado 
Society of CPAs on August 9. His 
subject was “Federal Audit Require- 
ments.” 


Herman H. Velasquez, audit man- 
ager, and Bob J. Jones, supervisory 
auditor, Denver, spoke on October 23 
to Students for the Advancement of 
Management at Western New Mexico 
University on opportunities in GAO. 


Frederick Gallegos, management 
auditor, Los Angeles, spoke before an 
advanced auditing class at California 
State Polytechnic University, Pomona, 
October 9. The topic of his presenta- 
tion was “The Computer Audit.” 

William W. Parsons, assistant re- 
gional manager, Los Angeles, partici- 
pated in a workshop on productivity 
at the Western Regional Symposium of 
the American Society of Military 
Comptrollers on October 11 in 
Oxnard, Calif. He spoke on “Produc- 
tivity Trends in the Federal Govern- 
ment.” 

Victor Ell, audit manager, Los An- 
geles, and Mr. Parsons were instruc- 
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tors in the Government Management 
Today educational program of the Cal- 
ifornia State University at Los Ange- 
les in October 1974. Mr. Ell’s subject 
was “Management-Type Audits” and 
Mr. Parsons’ was “Productivity: 
Measurement and Implementation.” 

Alfonso J. Strazzullo, regional man- 
ager, New York, spoke before the New 
York State Society of Certified Public 
Accountants on September 19. His 
subject was “Controlling and Evaluat- 
ing the Impact of Expenditures of 
Public Funds.” 

On September 18, Joe Holland and 
Theresa Bookert, auditors, Norfolk. 
participated in Hampton Institute’s 
Career Day Program. 

On October 3, George Anthony and 
Odell Pace, supervisory auditors, Nor- 
folk, spoke to the University of North 
Carolina Accounting Club. Their pres- 
entation focused on GAO’s responsi- 
bilities in connection with the Federal 
Election Campaign Act of 1971 and 
the Presidential Election Campaign 
Fund Act. 


Robert P. Meahl, Jr., supervisory 


auditor, Philadelphia, received an 
award for the best technical article 
appearing in last year’s FGAA “Chap- 
ter and Verse.” His article titled “Com- 
mission on Government Procure- 
mest—A Step Forward” provided 
firsthand observations and thought- 
provoking comments on the commis- 


sion’s workings. 
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Successful Candidates— 
May 1974 CPA Examination 


Listed below are the employees who passed the May 1974 CPA examination. 


Name 


Velma Archie 

John S. Bunting 
Joseph A. Cherry 
John A. Cooper 
Joseph F. Daly 
William R. DeBoom 
Paul J. Dostart 
Steve J. Fox 

Fred C. Howell, Jr. 
Vernon B. Ingraham 
Gary L. Johnson 
John C. Martin 
John M. O’Meara 
Thomzs Perry 

John J. Philippi 
Christopher M. Rice 
John R. Richter 
Thaddeus S. Rytel 
Dennis G. Schilcher 
Linda P. Schmeer 
David Shafter 
Joseph A. Sokalski 
Danny L. Sprowls 
George W. Stendell 
D. Richard Stengel 
Charles M. Tingle 
Harry A. Trout 
Thomas J. Walsh 


Kenneth F. Wicklander 


REGIONAL OFFICES 


Regional Office 


Chicago 
Denver 
Atlanta 
Philadelphia 
Philadelphia 
Falls Church 
Chicago 
Norfolk 
Dallas 
Denver 

Falls Church 
Norfolk 
Seattle 
Boston 
Philadelphia 
Norfolk 
Chicago 

Los Angeles 
Los Angeles 
Philadelphia 
Philadelphia 
Los Angeles 
Dallas 
Chicago 
Philadelphia 
Dallas 
Philadelphia 
Detroit 
Chicago 


State 


Illinois 
Colorado 
Georgia 
Pennsylvania 
Pennsylvania 
Virginia 
Illinois 
Virginia 
Texas 
Colorado 
Virginia 
Virginia 
Washington 
Massachusetts 
Pennsylvania 
Virginia 
Illinois 
California 
California 
Pennsylvania 
Pennsylvania 
California 
Texas 

Illinois 
Pennsylvania 
Texas 
Pennsylvania 
Michigan 
Illinois 
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WasHINGTON DIVISIONS 


Name Division State 


Raymond M. Chan FGMSD California 
Lawrence R. Keller REDD Virginia 
James K. Krawchyk GGD Virginia 
John Manchir REDD Virginia 
William A. Oczkowski PSAD D.C. 
Bradley Roof MWD Virginia 
Joseph F. Stoltz ID Virginia 


Productivity 


It is my judgment that we must make extraordinary efforts to apply 
our know-how, our capital, our technology, and our human resources to 
increase productivity at a faster rate. Unfortunately, inflation is creat- 
ing a national state of public anxiety. Productivity, yours as well as 
mine, must improve if we are to have less of an inflationary economy. 
In the long run, it is the only way that we can raise wages without in- 
flationary price increases. It is essential in creating new jobs and in- 
creasing real wages. In a growing economy, everyone, labor, manage- 
ment, and the consumer, wins when productivity expands. 


President Gerald R. Ford 


Ohio State University 
Commencement Remarks, 
August 30, 1974 
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The following new professional staff members reported for work during the 
period August 16, 1974, through November 15, 1974. 


Financial and General 
Management Studies 
Division 


Procurement and Systems 
Acquisition Division 


General Government 
Division 


Office of Administrative 
and Planning Services 


Office of Controller 


Manpower and Welfare 
Division 
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Anderson, Walter L. 
Bedorf, Erwin W. 
Black, Robert E., Jr. 
Capece, Francis G. 
Carnahan, Terry L. 
Caulk, Martin E. 


Ebbecke, Patricia C. 


Henry, Peter H. 
Heivilin, Donna M. 
Johnson, Karl F. 
Karras, Tom N. 


Kohler, James Q., Jr. 


Leslie, John T., Jr. 
Lombard, Alan K. 
Merritt, Steven 
Reck, John J. 
Young, Richard M. 


Ferguson, Robert J. 
Gonzalez, Luis J. 
Schwebs, Dieter H. 


Wiggins, Ronald L. 


Aloise, Eugene E. 


Helmer, Nancy A. 


Pryor, Paul O. 


Wright, Norman D. 


General Kinetics Incorporated 

Department of the Army 

Department of Defense 

Department of the Army 

Department of the Army 

Metro Authority 

ACTION 

U.S. Air Force 

Department of the Army 

University of Missouri 

C & P Telephone Company 
of Maryland 

Selective Service System 

Department of the Navy 

Department of Agriculture 

Department of the Army 

Arthur Young and Company 

Department of the Army 


Department of Defense 
Department of the Navy 
Berlin Institute of Technology 


Colorado State University 


Temple University 


Department of Health, Education, 
and Welfare 


Department of Health, Education, 
and Welfare 
Brigham Young University 
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Federal Personnel and 
Compensation Division 


Office of the General 
Counsel 


Resources and Economic 
Development Division 


International Division— 
Washington 


Comptroller General 


Office of Special Programs 


Office of Program and 
Budget Analysis 


Logistics and 
Communications 
Division 


Washington Headquarters 
Division Career Group 
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Beusse, William E. 


Bowman, Marc A. 
Caplan, Susan K. 
Fishell, Suzanne M. 
Harris, Ellie G. 


Jackson, Ernie E. 


Kielman, George A. 


Kozlakowski, Louis J., Jr. 


Lewis, Robinwyn D. 
Little, Robert E., Jr. 
Milano, Helen M. 


Mitchell, Larry H. 


Volpe, Michael R. 


Smith, Charles O. 


Kern, Alison L. 
Tomcho, Robert R. 


Jasper, Herbert N. 


Andersen, Arthur T. 
Brant, Kirby E. 
Gahr, William E. 


Andros, Robert R. 
Baltay, Maureen S. 
Forcier, Donald Z. 
Givens, Thomas H., III 


Havens, Harry S. 
Murphy, Edward J. 


Blair, Thomas D. 
Cox, Samuel N. 
McGarrah, Robert E. 


Achter, Harold L. 
Binion, Kathryn T. 
Burling, Retta M. 


NEW STAFF MEMBERS 


U.S. Air Force 


Case Western Reserve University 
School of Law 

Case Western Reserve University 
School of Law 

American University 

Duke University 

Columbia University School 
of Law 

Boston University School of Law 

University of Baltimore 
School of Law 

George Washington Law School 

Marshali-Wythe School of Law 

University of Notre Dame 
School of Law 

Georgetown University Law 
Center 

Georgetown University Law 
Center 


University of Detroit 


Department of Defense 
Department of the Treasury 


U.S. Senate 


Atomic Energy Commission 

U.S. Senate 

Government Research 
Corporation 


Department of the Treasury 

Executive Offtce of the President 

Department of Commerce 

Charles W. Williams, 
Incorporated 

Executive Office of the President 

Executive Office of the President 


Department of Defense 
U.S. Army 
University of Massachusetts 


Drexel University 
George Washington University 
Department of the Navy 
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Washington Headquarters 
Division Career Group 
(Continued) 


REGIONAL OFFICES 


Atlanta 


Chicago 


Cincinnati 


Cogswell, Ronald M. 


Creasy, Harold F. 

Dell, John G. 

Gardner, J. Warren, Jr. 
Griser, Glenn C. 


Hammersley, Ronald R. 


Haymes, Jean M. 
Howard, Thomas J. 
Johnson, Patricia O. 


Keppler, William E., Jr. 


Klein, Stuart A. 
Levin, Robert E. 
Martinez, Jesus A. 
Medley, Julia L. 
Morris, Ashton C. 
Mosby, Teresa J. 
Mroczko, Thomas J. 
Olson, David R. 
Padilla, Anthony R. 


Paul, Howard C. 
Schaefer, John M. 
Slocum, Patricia D. 


Toomey, Nancy M. 
Uszerowicz, Susan 
Weinstein, Robert J. 
Zarkin, Sanford L. 


Akins, Erline D. 
Aronovitz, Leslie G. 
Lively, John H. 
Scott, William G. 


Drummings. Harriet 
Gottlieb, Neal H. 
Peisner, Michael B. 
Rodriguez, Roberto 


Bailey, Willie E. 
Blake, Marilyn K. 
Buell, Charlene G. 
Ward, Don J. 
Wilson, James R. 


Richardson, Car] T., II 
Willard, Linda K. 


Woodrow Wilson School of 
Public and International 
Affairs 

Delaware State College 

Syracuse University 

University of Alabama 

University of Pittsburgh 

University of Rhode Island 

Department of the Air Force 

University of Scranton 

Alabama State University 

George Washington University 

University of Maryland 

Ohio State University 

Federal City College 

University of Tennessee 

Federal Maritime Commission 

Indiana University 

Pennsylvania State University 

University of Illinois 

American Graduate School of 
International Management 

University of Pittsburgh 

University of Maryland 

American Graduate School of 
International Management 

University of Maryland 

University of Maryland 

Temple University 

University of Pittsburgh 


Alabama State University 
University of Georgia 
University of Mississippi 
University of South Florida 


University of Illinois 
University of Illinois 
University of Michigan 
Northern Illinois University 


Mississippi Valley State College 
Ohio State University 

Purdue University 

Indiana University 

Xavier University 


Jacksonville College 
Northeast Louisiana University 
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REGIONAL OFFICES (continued) 


Denver 


Kansas City 


Los Angeles 


New York 
Philadelphia 


San Francisco 


Seattle 


Washington 
(Falls Church) 
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Flores, David E. 
Gonzales, Anthony J. 
Ingraham, Vernon B. 


Almaguer, Cynthia A. 


Hogg, Stephen P. 
Pittman, Jo Ann 


David, Thomas F. 
Dear, Lorne A. 


Hassel, Tomoko 
Soria, Alice J. 


Alfonso, Mildred 
Morgan, William H. 


Carlin, Robert L. 
Rountree, Eileen C. 
Silow, Alan L 


Martinez, Ronald C. 


Murphy, Donald J. 
Stanley, Susan G. 


Gravino, Claudia A. 
Klakring, Glenn D. 
Mencl, Richard D. 

Schaefer, George P. 


Simmons, Mary L. 
Singer, Howard B. 
Vande Sand, John C. 
Walker, Elaine O. 


NEW STAFF MEMBERS 


Western New Mexico University 
University of Colorado 
University of Northern Colorado 


Central Missouri State University 
Central Missouri State University 
Lincoln University 


California State University 
California State College 
at Fullerton 
California State University 
California State Polytechnic 
University at Pomona 


University of Puerto Rico 
Drexel University 


San Jose State University 
California State University 
Princeton University 


California State Polytechnic 
University 

University of Washington 

University of Washington 


Bucknell University 

George Washington University 

University of Maryland 

Department of Health, Education, 
and Welfare 

Howard University 

George Washington University 

George Washington University 

American University 








Readings of 
Interest 


The reviews of books, articles, and other documents in this 
section represent the views and opinions of the individual 
reviewers, and their publication should not be construed as 
an endorsement by GAO of either the reviewers’ comments 
or the books, articles, and other documents reviewed. 


Mind Your Own Business 


By Norman Jaspan; Prentice Hall, 
Inc., Englewood Cliffs, New Jersey, 
1974; 208 pp., hardback, $7.95. 


Mind your own business! Why? Be- 
cause, according to Norman Jaspan, 
employees steal more than $15 million 
a day in cash and merchandise—an- 
nually about $5 billion. Add to that 
the value of kickbacks, theft of com- 
pany secrets and computer software, 
and other malpractices, and the total 
is probably several times greater than 
that. Kickbacks alone amount to an- 
other $5 billion a year. This means 
that 15 percent of the price you and I 
pay for goods and services goes to 
cover the cost of dishonesty. Right 
now there is more than a 50-percent 
chance of substantial dishonesty in 
any firm, and a 75-percent chance of 
harmful malpractice. 

Over the past 40 years the author 
has watched the trend of white collar 
crime accelerate. In his earlier book, 


“The Thief in the White Collar,” he 
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identified employee dishonesty as be- 
ginning to have a pervasive influence 
in the business world because of merg- 
ers, acquisitions, decentralization of 
operations, computerization, and the 
displacement of owner-managers. Fif- 
teen years later, in “Mind Your Own 
Business,” things have gone from bad 
to worse. Business losses due to dis- 
honesty are at an alltime high. 

The book is primarily a collection 
of case studies drawn from the files of 
Norman Jaspan Associates, Inc., and 
its factfinding division, Investigations, 
Inc. The case histories take you be- 
hind the scenes to describe how 
trusted employees have stolen from 
their employers, what corrective meas- 
ures were taken, and lessons that can 
be learned from these facts. Even more 
importantly, the author gives you an 
insight into how his investigators (he 
calls them factfinders) develop a case 
to the point where, through skillful 
interview and _ interrogation  tech- 
niques, a suspect employee becomes 
meek, penitent, and ready to tell all. 
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Time and time again he drives home 
the point that trusted employees have 
taken their companies for thousands 
of dollars. Yet he contends that these 
people are not thieves but “opportun- 
ists.” Most people are basically honest 
when they start to work, but they are 
exposed to the school for dishonesty 
by the bad examples of their supervi- 
sors, by temptation caused by poor or 
no internal controls, and, most of all, 
by poor management. 

As an example, he shows where un- 
realistically high management goals 
force employees into an untenable po- 
sition. The employee has to choose— 
he can either fail or cheat. Naturally 
he decides to cheat. Cheating then be- 
comes easy, not for personal goals, but 
to maintain status in the organization. 
However, once the habit is learned, 
the employee tends to carry it forward 
for his own personal benefits. 

Management very often does not 
want to face the employee dishonesty 
problem. They rationalize by saying, 
“It’s not my job” or “I’m not a cop.” 
Therefore, when cases of white collar 
crime are discovered in their organiza- 
tion, they tend to want to cover it up 
for fear of a bad public relations im- 
age. The dishonest employee seldom is 
punished for his crime. At worst he is 
discharged from his place of employ- 
ment with a letter of recommendation 
so that he can continue his dishonest 
practices at another unsuspecting or- 
ganization. 

Of particular interest to GAO 
professionals is the chapter titled 
“Kickbacks, A $5 Billion Ripoff.” Jas- 
pan makes the point that there are 
very few laws on the books with re- 
gard to kickbacks. Yet, he contends, 
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kickbacks are virtually becoming a 
way of life in the business world. We, 
as GAO professionals, may find the 
various kickback schemes described as 
helpful guides in carrying out our re- 
sponsibility to be alert to the possibil- 
ity of kickback schemes in our audits 
of Government contracts and the oper- 
ations at various agency organiza- 
tions. 

The author does provide a series of 
questions designed to uncover weak- 
nesses in an organization’s internal 
control, as well as procedures to cor- 
rect or minimize employee dishonesty. 
Therefore, the book seems to be of 
value to the GAO professionals exam- 
ining agency and contractor opera- 
tions. 

John A. Rinko 

Assistant Director 

Procurement and Systems 
Acquisition Division 


Modern Internal Auditing: 
What’s It All About? 


The Grandfather Dialogues 


By Lawrence B. Sawyer; The Institute 
of Internal Auditors, Inc., 1974; 143 
pages; $4.95. 


This is the second of Mr. Sawyer’s 
books discussed in The GAO Review. 
A review of his previous book, “The 
Practice of Modern Internal Auditing: 
Appraising Operations for Manage- 
ment,” appeared in the Fall 1973 is- 
sue. 

Mr. Sawyer, the grandfather of 
these dialogues, was a working auditor 
in government and business for 30 
years. His career includes service as 
an audit manager in GAO’s Los Ange- 
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les regional office. Mr. Sawyer is now 
devoting full time to writing and con- 
sulting. 


In his latest book, Mr. Sawyer pre- 
sents an overview of the internal au- 
diting profession, using dialogue be- 
tween himself and his 15-year-old 
grandson, Randy. The subjects range 
from operations research to fraud; 
from data processing to report writ- 
ing; from statistics to behavorial sci- 
ences. 

In discussing the “why” of the 
grandfather series, Mr. Sawyer states: 

We wrote these dialogues in an effort to 
bring lightness and levity to some weighty 
and sober subjects. Lightness, not super- 
ficiality. Absence of pedantry, not lack of 
soundness; because each of these dialogues 
is founded on accepted theory or actual 
practice. 

As is the case with Mr. Sawyer’s 
earlier book on internal auditing, this 
book is very compatible with the prin- 
ciples and standards recommended by 
GAO for internal auditing in the Fed- 
eral agencies. Also, it is compatible 
with GAO’s internal policies, princi- 
ples, and standards. 

If there is a central theme in this 
book, I believe it is this: the modern 
internal auditor is first and foremost a 
people-oriented problem-solver who 
looks beyond the figures to determine 
the “why” of problems and what the 
manager can do to solve them. Here is 
a sampling of Mr. Sawyer’s observa- 
tions: 

Objectives 

An audit program that is keyed to the 

activity’s major objectives gets to the heart 

and marrow of the activity, not just to the 
outer layers of the skin. 

Evidence 
Management is paying the internal auditor 
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for a professional evaluation of the facts as 
he [the auditor] sees them * * *. If he 
can’t see it for himself, the best he can do 
is to quote the others. 


Determining causes 

* * * since the auditor wants to think like 
a manager he just can’t look at a hundred 
pieces of paper, for instance, say that 20 
are wrong and that 80 are right, and then 
let it go at that. * * * the auditor wants 
to know why the 20 are wrong so that the 
cause can be corrected. 


Oral reports 
You have to use judgment in this as in 
anything else. You don’t overdo it. * * * 
But when you know that management 
would be interested or should be interested, 
you make your carefully thought-out pres- 
entation. 

Human relations 
* * * since people know they must be 
audited, they’d rather the auditor was 
somebody who did it with as little suffer- 
ing as possible than somebody who makes 
them defensive, who isn’t perceptive, who 
doesn’t even make an attempt to walk in 
their moccasins, and who looks as if he 
owns their house instead of acting like a 
guest * * *, 

The written report 
It should be asked to be read. It should 
summarize important points for the busy 
reader, and it should give detail for the 
reader who is interested in the whole 
story. 


The modern auditor’s scope 
His scope of operations is 
should be getting—so broad that the in- 
ternal auditing department can no longer 
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be staffed by accountants alone. 


The future 


He must understand people for the pur- 
pose of building problem-solving partner- 
ships in his audits. * * * People are the 
company’s most important resource. The 
internal auditor is responsible for seeing 
how a company’s resources are protected 
and used. In time the use and motivation 
of people will be a part of the auditor’s 
reviews. 
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Mr. Sawyer has once again put to- 
gether a meaningful book that should 
be interesting and useful to internal 


auditors, external auditors, business-— 


men, and others who affect or are af- 
fected by the work of internal auditors. 
Although the style used, ie., the dia- 
logue between Mr. Sawyer and his 
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grandson, may not be everyone’s cup 
of tea, I, for one, found it to be a fresh 
and interesting way to discuss an im- 
portant subject. I’m sure many others 
will agree. 
John F. Simonette 
Assistant Director 
Office of Policy 


Program Evaluation Needed 


GOVERNMENT AT ALL LEVELS and within all branches have inade- 
quately met their responsibilities for evaluating existing programs. Pro- 
gram effectiveness, efficiency, benefit, and need are rarely determined in 
such a way as to be truly helpful to public decision-makers. The as- 
sumption has too often been that, once a program is operational, it has 
intrinsic value. Only occasionally is an ongoing program scrapped or 
radically altered. When measurements of program effectiveness, benefit, 
and efficiency are developed, albeit infrequently, they often produce 
skewed results which invariably reflect favorably the positions advocated 
by the developers of the measurements. Thus, one never knows whether 
legislative policy goals have been attained or are even capable of such 


attainment. 
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Annual Awards for Articles Published in The GAO Review 


Cash awards are available each year for the best articles written by GAO 
staff members and published originally in The GAO Review. Each award is 
known as the Award for the Best Article Published in The GAO Review and is 
presented during the GAO awards program held annually in June in Washington. 

One award of $250 is available to contributing staff members 35 years of age 
or under at the date of publication, Another award of $250 is available to staff 
members over 35 years of age at that date. 

Staff members through grade GS-15 at the time of publication are eligible 
for these awards. 

The awards are based on recommendations of a panel of judges designated 
by the Comptroller General. The judges will evaluate articles from the stand- 
point of the excellence of their overall contribution to the knowledge and pro- 
fessional development of the GAO staff, with particular concern for: 

Originality of concepts. 

Quality and effectiveness of written expression. 

Evidence of individual research performed. 

Relevancy to GAO operations and performance. 


Statement of Editorial Policies 


. This publication is prepared for use by the professional staff members of the 
General Accounting Office. 


. Except where otherwise indicated, the articles and other submissions gen- 
erally express the views of the authors, and they do not necessarily reflect an 
official position of the General Accounting Office. 


. Articles, technical memorandums, and other information may be submitted 
for publication by any professional staff members. Submissions may be made 
directly to liaison staff members who are responsible for representing their 
offices in obtaining and screening contributions to this publication. 


. Articles submitted for publication should be typed (double-spaced) and 
range in length between 5 and 14 pages. The subject matter of articles 
appropriate for publication is not restricted but should be determined on the 
basis of presumed interest to GAO professional staff members. Articles may 
be submitted on subjects that are highly technical in nature or on subjects of 
a more general nature. 


vy U.S. Government Printing Office: 1974—586-823/10 











THE GAO REVIEW 
Liaison Staff 


Office of the Comptroller General 
E. H. Morse, Jr., Coordinator 

Office of the General Counsel 
Vincent A. LaBella 

Office of Internal Review 
L. Neil Rutherford 

Office of Policy 
Eugene L. Pahl 

Office of Program Planning 
Daniel L. Johnson 

Office of Special Programs 
William C. Oelkers 

Federal Personnel and Compensation 
Division 
Joseph J. Kline 

Financial and General Management 
Studies Division 
Ronell B. Raaum 

General Government Division 
Leo Schimel 

International Division 
Charles E. Hughes 

Logistics and Communications 
Division 
Merwin L. Almy 

Manpower and Welfare Division 


Ronald F. Lauve 


Procurement and Systems Acquisition 
Division 


Frank M. Kimmel 

Resources and Economic Development 
Division 
James L. Howard 

Transportation and Claims Division 
Joseph Goldman 

Management Services 
Tom Franklin 


Field Operations Division 

Clyde E. Merrill 
Atlanta 

A. L. Patterson 
Boston 

Charles F. Carr 
Chicago 

Clement K. Preiwisch 
Cincinnati 

David P. Wilton 
Dallas 

James J. Jodon 
Denver 

John T. Lacy 
Detroit 

Donald R. Schmidt 
Kansas City 

Arnett E. Burrow 
Los Angeles 

Eugene T. Cooper, Jr. 
New York 

William F. Paller 
Norfolk 

Lindsay B. Harwood 
Philadelphia 

Maurice Sady 
San Francisco 

Jose F. Campos 
Seattle 

Richard O. Long 
Washington 


Phillip L. Morrison 


Editorial Assistance 


Office of the Comptroller General 
Josephine M. Clark 
Management Services 
Eric Johnson 


Mimi Stockdell 





5. GENERAL ACCOUNTING OFFICE 
WASHINGTON, D.C. 20548 


OFFICIAL BUSINESS 


SPECIAL FOURTH-CLASS BOOK RATE 
POSTAGE AND FEES PAID 
U. S. GENERAL. ACCOUNTING OFFICE 





